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SOCIAL  SECURITY  AND  WELFARE  PROPOSALS 


THURSDAY,  NOVEMBER  13,  1969 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington^  D.C. 
The  committee  met  at  10  a.m.,  pursuant  to  notice,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Al  Ullman,  presiding. 
Mr.  Ullman.  The  committee  will  be  in  order. 

We  are  very  happy  to  have  with  us  today  our  distinguished  colleague 
from  West  Virginia,  Mr.  Hechler. 
We  welcome  you  to  the  committee. 

Will  you  please  identify  your  constituent  from  West  Virginia,  and 
tell  us  who  he  represents  and  we  will  be  glad  to  hear  you  proceed. 

STATEMENT  OF  HON.  KEN  HECHLER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  WEST  VIRGINIA;  ACCOMPANIED 
BY  ALFRED  LEE  BAILEY,  SARAH  ANN,  W.  VA. 

Mr.  Hechler.  Thank  you,  Mr.  Chairman. 

I  have  with  me  this  morning  Mr.  Alfred  Lee  Bailey,  of  Sarah  Ann, 
W.  Va.,  who  is  55  years  of  age,  a  disabled  and  retired  coal  miner. 

Mr.  Chairman,  I  am  pleased  to  join  with  my  colleague,  Representa- 
tive J ames  Kee,  who  testified  last  week  before  this  committee  concern- 
ing medical  care  and  disability  benefits  for  those  coal  miners  who  have 
incurred  pneumoconiosis.  It  goes  without  saying  that  all  members  of 
the  West  Virginia  congressional  delegation  in  both  the  House  and 
Senate  are  actively  engaged  in  supporting  legislation  to  protect  and 
assist  coal  miners. 

Among  improvements  in  the  social  security  law  deserving  support 
by  this  committee  are  the  following : 

— 15  percent  increase  in  benefits,  and  an  automatic  provision 

on  tying  future  benefits  to  the  cost  of  living. 
— raising  the  earning  limitation  of  $2,400  per  year. 
— lowering  age  for  which  women  may  obtain  full  benefits  to 
60. 

— raising  to  100  percent  the  amount  which  widows  may  draw 
of  their  husband's  social  security  entitlements,  and  provision 
of  these  widow's  benefits  at  a  much  earlier  age.  Also,  some 
provision  should  be  made  for  social  security  benefits  for 
widows  over  40  years  of  age  if  her  children  are  married  and 
no  longer  dependents. 

— providing  that  an  individual  receiving  workmen's  compen- 
sation benefits  not  be  required  to  have  a  comparable  reduction 
in  disability  insurance  benefits. 

(2311) 
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— finally,  and  a  point  I  should  like  to  emphasize  in  greater 
detail,  extension  of  medical  and  hospital  benefits  to  the  dis- 
abled at  any  age,  and  also  a  redefinition  of  disability  to  render 
eligible  for  benefits  those  workers  who  contract  pneumo- 
coniosis and  other  dust- related  diseases. 
I  have  talked  with  and  received  letters  from  literally  hundreds  of 
people  for  whom  the  above  provisions  would  lift  them  to  a  level  of 
human  dignity  which  each  of  us  must  conclude  is  necessary  for  all 
human  beings.  One  of  the  78  widows  of  the  terrible  coal  mine  disaster 
at  Farmington,  W.  Va.,  Mrs.  Sara  L.  Kaznoski,  telephoned  me  yester- 
day to  plead  with  me  to  ask  this  committee  to  help  all  widows.  Mrs. 
Kaznoski  also  wrote  me  a  letter  urging  legislation  "to  give  mothers' 
benefits  to  widows  whose  dependents  have  reached  18,  if  the  widow  is 
40  or  over,  or  if  the  widow  is  40  and  over  and  her  children  are  married 
and  no  longer  dependents."  The  following  are  additional  excerpts 
from  letters  I  have  received  from  widows : 

I  am  a  widow,  62,  and  am  bedridden.  I  draw  Social  Security  but  what  if  I 
had  to  go  to  the  hospital.  I  am  unable  to  get  Medicare  until  I  am  age  65  years. 
Why?  Please  explain  why  old  folks  must  be  so  neglected. 

S.  M.,  Williamstown,  W.  Va. 

I  am  a  disabled  widow,  age  56,  and  unable  to  work.  I  first  had  cancer  and  then 
a  heart  attack.  Please  help  us  disabled  workers  get  medicare  because  we  all 
have  our  hospital  bills  and  all  of  our  medicine  and  doctor  bills  to  pay  out  of  our 
disability  checks. 

Mrs.  D.  M.  C,  Parker  sburg,  W.  Va. 

I  am  a  widow  whose  husband  died  with  lung  cancer  in  1967  and  who  had  to 
take  my  Social  Security  at  age  62  due  to  bad  health.  I  get  $18  and  I  hope  and 
pray  something  can  be  done  to  help  us  get  something  to  live  on  when  we  are  too 
sick  to  work. 

Mrs.  L.  P.,  Huntington,  W.  Va. 

I  have  also  received  some  very  heart-rending  letters  from  disabled 
miners  and  their  wives,  from  which  I  would  like  to  quote  just  a  few : 

I  am  the  wife  of  a  crippled  miner  and  the  mother  of  3  children.  I  am  28  and 
my  husband  is  39.  He  worked  in  the  mines  for  14  years  and  was  crippled  by  a 
slate  fall.  He  walks  with  canes  and  braces.  He  is  in  pain  almost  constantly  but 
seldom  complains  because  he  knows  it  will  be  for  the  rest  of  his  life — so  the 
doctor  says.  I  would  hate  to  think  what  would  happen  to  us  if  he  had  to  enter 
the  hospital  since  he  can't  get  insurance. 

Mrs.  B.  A.,  Branchland,  W.  Va. 

My  husband  has  worked  in  the  mines  over  36  years  and  now  for  the  last  two 
years  has  been  disabled.  He  has  a  serious  no-cure  blood  disease  and  ends  up  in 
the  hospital  every  three  or  four  months.  Since  the  TJMWA  Welfare  &  Retirement 
Fund  took  his  medical  card  after  he  had  been  disabled  for  a  year,  we  have  no 
hospital  insurance  and  we  owe  over  $2,000  right  now,  beside  his  pills  are  ex- 
pensive. A  man  disabled  needs  medical  insurance  more  than  a  man  working. 

Mrs.  V.  B.,  Fairview,  W.  Va. 

I  am  a  disabled  coal  miner  who  worked  in  the  mines  for  24  years.  In  1951,  I 
was  injured  in  a  mine  fall  which  left  me  paralyzed  ever  since.  I've  been  confined 
to  a  wheel  chair  for  18  years.  I  am  55  years  old,  and  have  no  way  of  meeting 
medical  bills.  When  a  man  isn't  able  to  work  any  longer,  they  put  him  out  like 
an  old  mule  to  die. 

W.  M.,  Fort  Gay,  W.  Va. 

I'm  hoping  something  can  be  done  for  the  forgotten  man  and  his  family.  I  am 
55  and  my  wife  is  51.  I  became  disabled  and  unable  to  work  in  1958  because  of 
back  and  head  injuries,  after  working  30  years  in  the  coal  mines.  There  are 
hundreds  of  others  like  me  who  need  some  kind  of  medical  insurance.  There 
is  no  insurance  company  which  will  insure  me  because  of  my  disability.  My  wife 
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has  undergone  three  major  operations  in  a  two-year  period.  These  three  oper- 
ations cost  nearly  $2,000  which  I  am  paying  out  of  my  social  seurity. 

C.  B.,  Shively,  W.  Va. 

As  old  age  and  disease  eats  our  flesh  and  bones  on  one  side,  inflation,  high 
prices,  poor  housing,  poor  food  is  eating  us  up  on  the  other  side.  Our  Country 
is  too  rich  and  too  proud  to  let  conditions  like  this  exit  in  a  Free  Democracy. 
Please  let  us  make  sure  disabled  Americans  receive  medicare  coverage  so  they 
will  be  able  to  have  some  honor  and  dignity  instead  of  spending  their  lives 
worrying  about  trying  to  meet  high  medical  bills. 

J.  J.  B.,  Monongah,  W.  Va. 

Mr.  Chairman,  I  would  like  to  ask  for  the  benefit  of  the  committee 
a  few  questions  of  Mr.  Bailey. 

Mr.  Bailey,  how  old  were  you  when  you  started  to  work  in  the 
mines  ? 

Mr.  Bailey.  I  was  13  years  old. 

Mr.  Hechler.  And  how  many  years  did  you  work  in  the  coal 
mines? 

Mr.  Bailey.  Nineteen  years,  seven  months,  and  three  days. 
Mr.  Hechler.  And  were  you  injured  at  any  time  during  the  course 
of  that  work  ? 

Mr.  Bailey.  I  was  injured  five  times. 

Mr.  Hechler.  Why  did  you  leave  the  work  in  the  coal  mines,  Mr. 
Bailey? 

Mr.  Bailey.  They  found  a  place  where  I  was  operated  on  for  hernia 
and  it  wasn't  healed  and  they  told  me  to  go  home  and  wait  until  the 
place  healed  and  then  I  could  come  back  then  and  my  job  would  be 
open  for  me.  When  I  went  back  I  had  to  reinstate. 

Mr.  Hechler.  Did  you  apply  for  social  security  disability  benefits  ? 

Mr.  Bailey.  Yes,  sir ;  I  did. 

Mr.  Hechler.  And  are  you  now  receiving  any  social  security 
disability  ? 

Mr.  Bailey.  No,  sir. 

Mr.  Hechler.  Are  you  receiving  any  assistance  from  anybody  at 
the  nresent  time  ? 

Mr.  Bailey.  Nothing  but  I  get  the  DPA  is  all. 

Mr.  Hechler.  And  how  much  do  you  receive  in  DPA  ? 

Mr.  Bailey.  $138. 

Mr.  Hechler.  $138  a  month. 

I  might  point  out  Mr.  Bailey  has  eight  boys  in  a  family  of  13,  eight 
boys  and  five  girls. 

What  about  the  United  Mine  Workers  welfare  and  retirement  fund, 
have  you  received  any  benefits  from  them  ? 

Mr.  Bailey.  No,  sir ;  I  haven't. 

Mr.  Hechler.  Do  you  receive  any  hospital  or  medical  benefits  from 
the  United  Mine  Workers  welfare  and  retirement  fund? 
Mr.  B  ailey.  No. 

Mr.  Hechler.  So  all  vou  get  is  $138  a  month? 
Mr.  Bailey.  All  I  get'is  $138  a  month. 

Mr.  Hechler.  I  would  like  to  point  out,  Mr.  Chairman,  that  the 
examination  of  Mr.  Bailey  by  Dr.  Donald  L.  Rasmussen.  pulmonary 
specialist  at  Appalachian  Regional  Hospital  in  Beckley,  W.  Va.,  states 
in  a  report  of  September  24, 1969 : 

A  numerical  estimate  of  the  overall  loss  of  functional  capacity  as  a  consequence 
of  Mr.  Bailey's  lung  disease  would  be  placed  in  the  neighborhood  of  65  to  75 
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percent.  This  patient  reports  he  was  employed  in  the  coal  mines  for  some  20 
years.  He  states  that  shortness  of  breath  first  became  manifest  about  four  years 
ago.  He  dates  the  onset  of  a  chronic  cough  to  about  the  same  period  of  time.  He 
reports  that  he  has  had  wheezing  at  night  and  with  respiratory  infections.  This 
patient  underwent  exercise  in  the  treadmill,  completed  the  exercise  with  con- 
siderable effort.  He  appeared  to  be  in  a  state  of  nervous  collapse.  He  was  in 
obvious  respiratory  distress.  This  patient  is  severely  incapacitated  as  a  con- 
sequence of  his  pulmonary  disease.  He  could  not  be  expected  to  perform  steady 
work  beyond  strictly  light  work  levels. 

I  paid  for  bringing  Mr.  Bailey  here  before  the  committee  today, 
Mr.  Chairman,  to  demonstrate  two  things :  First,  the  medical  benefits 
should  be  extended  to  the  disabled  at  all  ages,  but  even  beyond  that,  I 
think  that  the  definition  of  "disability"  under  our  social  security  law 
is  far  too  harsh  as  applied  to  cases  similar  to  Mr.  Bailey's.  I  hope  that 
this  committee  can  consider  broadening  that  definition  to  cover  those 
afflicted  with  pneumoconiosis  and  other  dust-produced  disease. 

It  is  very  obvious  to  me,  knowing  Mr.  Bailey,  his  family,  his  many 
attempts  to  qualify  for  disability,  that  under  our  current  laws  he 
cannot  qualify  and  like  thousands  of  coal  miners  in  West  Virginia  and 
throughout  the  Nation  he  will  be  dependent  on  meager  pittance  of 
welfare  unles  this  Congress  can  do  something  to  broaden  the  definition 
of  disability  and  extend  medical  benefits  under  disability. 

Mr.  Ullman.  Thank  you  very  much,  Mr.  Hechler. 

And,  Mr.  Bailey,  I  think  it  is  very  worthwhile  for  you  to  come 
here  as  a  guest  of  Mr.  Hechler  to  present  your  case  before  the  com- 
mittee, but  let  me  get  it  perfectly  clear.  You  are  drawing  disability  ? 

Mr.  Bailey.  Nothing  but  the  DP  A. 

Mr.  Ullman.  You  do  not  qualify  under  the  social  security  definition 
of  "disability"  and,  therefore,  you  are  not  drawing  disability  payments 
at  this  time  from  the  social  security  system  ? 

Mr.  Bailey.  No. 

Mr.  Ullman.  Your  only  payments  are  from  welfare? 
Mr.  Bailey.  The  DP  A  is  all  I  get. 
Mr.  Ullman.  Are  there  questions  ? 
Mr.  Schneebeli? 

Mr.  Schneebeli.  Congressman  Hechler,  you  stated  that  Mr.  Bailey 
does  not  receive  United  Mine  Worker  compensation  disability.  What 
do  they  do  with  their  fund  if  he  doesn't  qualify  ?  I  am  wondering  why 
he  doesn't  qualify  for  United  Mine  Workers  disability  payments.  Do 
they  have  a  fund  of  this  type  ?  I  assume  so  or  you  wouldn't  have  men- 
tioned it. 

Mr.  Hechler.  Yes.  Of  course,  in  order  to  qualify  there  are  certain 
rules,  which  include  having  been  employed  in  the  mine  20  of  the  last 
30  years. 

Mr.  Schneebeli.  Oh,  is  that  the  reason  he  doesn't  qualify  ? 

Mr.  Hechler.  Yes,  and  he  has  worked  19  years,  7  months,  and  I 
would  just  like  to  ask  in  line  with  your  question — how  long  after 
you  left  the  mines,  Mr.  Bailey,  did  they  take  away  your  hospital  and 
medical  card? 

Mr.  Bailey.  Within  3  days  they  demanded  all  my  welfare  papers, 
hospitalization,  and  all. 

Mr.  Schneebeli.  Is  this  fund  limited  in  assets  that  they  have  this 
20-year  requirement?  Is  it  rather  limited  by  the  amount  of  money 
they  have  available  for  distribution ;  do  you  know  ? 
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Mr.  Hechler.  Yes.  Of  course  there  has  been  considerable  discus- 
sion about  raising  the  tonnage  royalty  in  such  a  way  as  to  enable 
taking  care  of  additional  people. 

Mr.  Schneebeli.  That  is  all,  Mr.  Chairman. 

Mr.  Ullman.  Do  you  have  any  medical  certification  at  all  or  any 
evidence  in  your  statement?  Have  you  presented  it  in  your  state- 
ment ?  I  haven't  had  a  chance  to  read  it. 

Mr.  Hechler.  Yes ;  I  have  the  medical  report  of  Dr.  Donald  L.  Ras- 
mussen,  pulmonary  specialist  at  the  Appalachian  Regional  Hospital 
in  Beckley,  which  states  and  concludes  that  Mr.  Bailey,  as  a  conse- 
quence of  his  lung  disease,  has  a  functional  capacity  in  the  neighbor- 
hood of  65  to  75  percent  and  indicates  that  his  disability  is  such  that 
he  cannot  undertake  productive  work. 

Mr.  Ullman.  And  do  you  have  recommendations  as  to  the  change 
in  language  as  to  disability  qualifications  that  might  cover  this  kind 
of  instance  ? 

Mr.  Hechler.  I  would  hope,  Mr.  Chairman,  that  this  committee  in 
its  wisdom  might  be  able  to  broaden  the  definition  of  disability  so  far 
as  it  applies  to  those  afflicted  with  pneumoconiosis  and  other  dust  dis- 
eases in  such  a  way  as  to  provide  that  that  definition  of  disability  be 
similar  to  the  definition  of  eligibility  for  those  who  are  blind,  over 
age  55,  and  I  would  hope  that  this  committee  can  liberalize  that  defi- 
nition which  I  believe  is  now  too  harsh  and  rules  out  the  eligibility 
of  people  like  Mr.  Bailey  who  obviously  cannot  work,  who  are  trying 
to  live  on  $138  a  month  with  large  families  on  welfare. 

Mr.  Ullman.  Are  there  further  questions  ? 

Thank  you  very  much,  Mr.  Hechler  and  Mr.  Bailey. 

Mr.  Hechler.  Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  We  have  with  us  our  colleague  from  New  York,  Mr. 
Stratton. 

We  are  always  happy  to  have  you  before  the  committee,  Mr.  Strat- 
ton. We  welcome  your  views  on  this  important  matter. 

STATEMENT  OF  HON.  SAMUEL  S.  STRATTON,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Stratton.  Thank  you,  Mr.  Chairman,  members  of  the 
committee. 

I  have  no  prepared  statement.  I  shall  be  very  brief,  but  I  do  appre- 
ciate the  opportunity  that  you  have  afforded  me  to  appear  briefly  here 
this  morning  in  support  of  some  recommendations  that  I  want  to 
make  in  connection  with  the  social  security  legislation. 

There  are  three  specific  changes  which  I  would  like  to  recommend 
to  this  committee. 

The  first  of  those  is  an  across-the-board  increase  of  15  percent  in  the 
basic  social  security  benefits  to  be  effective  no  later  than  January  1, 
1970.  9 

Earlier  this  year,  I  joined  with  the  distinguished  gentleman  from 
Ohio,  Mr.  Vanik,  in  support  of  his  recommendation  that  there  should 
be  an  increase  of  at  least  15  percent  and  that  this  increase  should  be 
made  no  later  than  the  first  of  January  rather  than  waiting  until  the 
first  of  April  as  had  been  recommended  by  the  President.  It  is  my 
hope  and  expectation  and  understanding,  Mr.  Chairman,  that  this  kind 
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of  increase  could  in  fact  be  supported  by  the  present  fund  without  any 
increase  in  taxes.  There  might,  as  I  understand  it,  have  to  be  some 
speedup  perhaps  in  the  scheduled  increases  that  are  already  projected 
in  the  future,  but  there  would  not  have  to  be  any  immediate  increase, 
according  to  my  information,  with  the  funds  presently  in  the  social 
security  system  able  to  support  this  increase. 

The  second  recommendation  I  would  make  would  be  an  increase  in 
the  minimum  benefits  to  $100  a  month.  And  my  third  recommendation, 
which  I  have  already  incorporated  in  legislation  and  have  been  intro- 
ducing for  a  number  of  years  now,  would  provide  for  an  increase  to 
$2,400  in  the  amount  that  a  recipient  could  earn  on  the  outside  without 
any  loss  in  his  basic  benefits. 

Mr.  Chairman,  I  make  these  recommendations  for  the  same  reasons 
that  many  other  members  have  made  similar  recommendations  before 
this  committee;  namely,  because  the  sharp  increase  in  cost  of  living 
that  has  taken  place  in  the  past  few  years  has  posed  an  especially 
heavv  burden  on  those  who  are  livmg  very  largely  on  their  social 
security  benefits.  I  know  that  the  social  security  system  was  never  sup- 
posed to  provide  a  complete  and  a  full  retirement  for  individuals.  It 
was  designed  rather  to  provide  kind  of  a  floor  which  they  could  then 
supplement  with  other  arrangements.  But  the  fact  of  the  matter  is, 
as  we  are  all  aware,  that  a  very  large  percentage  of  those  who  have 
retired  are  living  today  almost  completely  on  their  social  security 
benefits  and  the  recent  sharp  increases  in  prices  have  put  a  particularly 
heavy  squeeze  on  them. 

Moreover,  as  I  am  sure  the  members  of  this  committee  are  well 
aware,  there  is  no  subject  that  is  of  greater  concern  to  the  people  back 
home  than  is  this  need  for  a  greater  return  on  social  security. 

I  have  just  completed  a  questionnaire  in  my  own  district,  sent  out 
to  138,000  homes  in  my  district.  We  received  about  15,000  replies.  Ac- 
tually, there  was  no  question  on  the  questionnaire  with  regard  to  social 
security  or  the  possibility  of  increased  benefits.  But  in  an  overwhelming 
percentage  of  the  cases  people  either  wrote  on  their  card  or  else  sent 
in  an  accompanying  letter  to  this  effect,  roughly : 

For  heaven's  sakes,  do  something  about  social  security.  You  fellows  in  Wash- 
ington aren't  taking  care  of  us  older  people  and  you  are  going  to  have  to  do 
something  to  make  it  possible  for  us  to  live. 

Judging  from  my  own  mail,  and  I  am  sure  the  mail  coming  into 
every  other  congressional  office,  no  subject  is  of  greater  or  more  urgent 
concern  to  the  people  we  represent  than  the  inadequacies  of  present 
social  security  benefits.  The  sharp  increases  in  the  cost  of  living  over 
the  past  few  years  have  put  an  especially  heavy  and  unfair  burden 
on  our  retired  citizens.  Time  and  time  again  my  office  receives  letters 
with  the  same  angry  plea :  When  are  you  fellows  down  there  going 
to  do  something  to  help  us  older  folks  who  find  it  impossible  to  sur- 
vive on  the  present  rate  of  social  security  benefits  ? 

And  these  letters  also  almost  invariably  indicate  a  feeling  that  we 
here  in  Washington  have  not  lived  up  to  a  solemn  commitment  made 
during  the  1968  election  campaign  to  provide  very  sharp  and  substan- 
tial social  security  increases.  I  suppose  a  sharp  lawyer  might  be  able 
to  prove  that  there  was  no  firm,  hard,  specific  commitment  made,  that 
the  statements  were  all  very  vague  and  general.  But  the  fact  is  that 
both  major  participants  talked  expansively  about  increases  in  social 
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security  benefits,  even  an  increase  as  great  as  50  percent,  and  refer- 
ences were  frequently  made  to  a  kind  of  automatic  escalator  feature 
which  would  increase  benefits  whenever  the  cost  of  living  goes  up. 

Judging  from  my  mail,  the  people  feel  very  strongly  that  proposals 
for  a  7-percent  increase  in  benefits,  as  made  by  the  President,  or  even 
the  later  recommendation  of  a  10-percent  increase  in  benefits  to  be- 
come effective  on  April  1, 1970,  are  decidedly  not  a  fulfillment  of  these 
bipartisan  campaign  pledges.  A  very  great  number  of  Americans 
have  the  feeling  that  the  failure  of  Congress  up  to  now  to  approve  any 
increase  in  social  security  benefits  indicates  that  the  Federal  Govern- 
ment has  "run  out"  on  a  solemn  promise  given  to  the  people  in  the 
1968  campaign. 

I  believe  this  Congress  has  a  solemn  obligation  to  act  now  to  keep 
faith  with  the  American  people,  and  I  feel  very  strongly  that  the  very 
least  we  can  do  is  to  approve  a  15-percent  increase  in  basic  benefits, 
and  make  it  effective  no  later  than  January  1  of  next  year.  My  infor- 
mation is  that  such  an  increase  can  be  made  from  the  present  trust 
fund  without  any  increase  in  social  security  taxes. 

Under  the  present  law,  a  person  receiving  minimum  social  security 
benefits  of  $660  a  year  and  earning  the  maximum  outside  income  of 
$1,680  would  receive  a  total  of  $2,340  per  year.  Under  my  proposals 
the  minimum  benefits  would  go  up  to  $1,200  a  year  and  the  maximum 
outside  income  could  go  to  $2,400.  This  would  permit  a  total  income  of 
S3, 600,  a  figure  which  is  still  only  a  little  bit  above  the  basic  poverty 
figure.  This  is  the  very  least  which  I  believe  we  should  do  for  our 
older  and  retired  citizens. 

Mr.  Ullmax.  Thank  you,  Mr.  Stratton. 

Are  there  questions  ? 

We  appreciate  very  much  having  you  come  before  the  committee. 
Mr.  Strattox.  Thank  you.  Mr.  Chairman. 

Mr.  TTloiax.  "We  have  with  us  our  colleague  from  New  York, 
Mr.  Ryan. 

We  are  very  happy  to  hear  you  at  this  time,  Mr.  Ryan. 
I  certainly  want  to  welcome  you  before  the  committee. 

STATEMENT  OF  HON,  WILLIAM  F.  RYAN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Ryax.  Good  morning,  Mr.  Chairman,  and  distinguished  mem- 
bers of  the  House  Ways  and  Means  Committee.  It  is  a  pleasure  for 
me  to  have  the  opportunity  to  appear  before  the  committee  to  discuss 
H.R.  14773,  the  Income  IVlaintenance  Act,  which  I  have  introduced, 
and  other  proposed  legislation  affecting  the  social  security  program. 

In  testifying  in  June  1968,  before  the  Subcommittee  on  Fiscal 
Policv  of  the  Joint  Economic  Committee  on  my  income  maintenance 
bill  Cthe  Income  Maintenance  Act— H.R.  17331  of  the  90th  Congress), 
which  was  the  first  bill  introduced  in  Congress  to  provide  a  system  of 
income  maintenance,  I  said : 

I  can  think  of  no  io>a  in  recent  times  which  has  moved  from  the  wilderness 
of  theoretical  speculation  into  the  arena  of  serious  policy  discussion  with  the 
rapidity  of  the  guaranteed  income  concept. 

The  concept  of  income  maintenance,  referred  to  in  some  instances  as 
a  guaranteed  annual  income  or  a  negative  income  tax,  has  been  pro- 
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posed  by  economists  as  diverse  as  Milton  Friedman,  Robert  Lekach- 
man,  Robert  Theobold,  and  James  Tobin. 

It  had  support  among  national  business  leaders  and  trade  unionists, 
but  legislators  were  generally  reluctant  to  support  a  concept  which 
conjured  up  an  entirely  misleading  picture  of  a  program  to  subsidize 
idleness.  Parenthetically,  the  object  of  a  sound  income  maintenance 
plan  is  precisely  the  opposite.  It  is  to  provide  the  poor  with  a  subsist- 
ence level  of  income  in  a  form  consistent  with  dignity.  Welfare,  as  it 
operates  today,  does  not  do  that. 

President  Nixon,  in  his  August  8  address  to  the  Nation,  made  a 
major  contribution  to  a  national  understanding  of  the  failure  of  the 
existing  welfare  system;  and  he  made  respectable  the  concept  of  a 
guaranteed  annual  income,  although  he  refused  to  characterize  his 
proposal  as  such. 

Income  maintenance  is  a  concept  which  was  first  put  before  Con- 
gress in  legislative  form  in  a  bill,  the  Income  Maintenance  Act,  which 
I  introduced  in  May  of  1968. 1  reintroduced  it  in  the  same  form  in  the 
91st  Congress  as  H.R.  586. 

Since  I  first  introduced  my  bill,  I  have  received  the  benefit  of  wide 
comment  and  analysis  from  interested  parties.  I  have  revised  the  bill 
and  introduced  a  new  draft  which  is  H.R,  14773. 

The  concept  in  my  bill  generally  parallels  the  concept  in  the  admin- 
istration's plan.  An  income  floor  is  guaranteed  by  the  Federal  Gov- 
ernment, As  money  is  earned,  the  income  maintenance  benefit  is  re- 
duced. When  the  income  level  reaches  a  certain  point,  benefits  cease. 
There  is  a  built-in  work  incentive  since  up  to  the  break-even  point  the 
benefit  is  reduced  only  by  a  certain  percentage  of  outside  earnings — 
and  not  dollar  for  dollar.  However,  my  bill  avoids  the  coercive  work 
feature  of  the  administration's  plan. 

My  revised  bill,  H.R.  14773,  increases  the  level  of  benefits  in  stages 
over  a  period  of  5  years. 

It  establishes  an  annual  payment  based  on  approximately  two-thirds 
of  the  personal  exemption  plus  the  minimum  standard  deduction  for 
each  member  of  the  family.  Translated  into  dollars  and  cents  per 
month,  the  level  of  benefits  begins  with  $50  per  month  for  the  head 
of  the  family  plus  $39  for  each  dependent.  For  the  first  year  a  family 
of  four  with  no  other  income  whatever  could  expect  $2,004  per  year. 

Additional  payments  will  not  be  made  beyond  the  sixth  dependent, 
so  the  maximum  payment  for  a  family  of  seven  or  larger  would  be 
$3,408.  After  the  first  year  the  dollar  amounts  will  be  increased  by 
12!/2  percent  per  year  for  the  next  4  years. 

At  the  end  of  the  fifth  year  a  family  of  four  with  no  other  income 
whatever  could  expect  $3,228  per  year.  The  maximum  payment  for  a 
family  of  seven  or  larger  would  be  $5,472. 

My  bill  provides  for  regional  cost-of-living  differentials  based  upon 
regional  cost-of-living  (excluding  housing)  and  regional  cost-of- 
housing  indexes. 

The  assumption  of  my  bill  is  that  in  States,  which  have  higher  aver- 
age AFDC  benefits  than  the  base  benefit,  the  AFDC  program  would 
make  up  the  difference  between  the  base  benefit  and  whatever  level  it 
is  now  paying.  So  that  in  the  first  year,  if  a  welfare  standard  for  a 
family  of  four  in  a  given  State  is  $3,200  a  year,  the  Federal  income 
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maintenance  program  would  pay  the  basic  $2,000,  and  the  welfare 
program  would  pay  the  last  $1,200. 

Therefore,  the  present  welfare  recipient  in  those  States  would  never 
be  worse  off  than  he  is  now.  And,  of  course,  where  welfare  benefits 
are  below  the  standards  of  H.R.  14773,  the  recipients  would  be  con- 
siderably better  off.  Where  the  Federal  income  maintenance  benefit  is 
supplemented  through  welfare,  my  bill  provides  for  State  mainte- 
nance of  present  effort. 

The  standards  of  need  and  the  percentage  of  need  provided  are  not 
to  be  reduced.  In  order  to  harmonize  the  income  maintenance  system 
with  supplementary  welfare  in  those  States  where  it  will  continue, 
public  assistance  is  not  to  be  construed  as  earned  income  for  the  re- 
duction of  benefits.  And  conversely,  while  income  maintenance  benefits 
are  to  be  disregarded  in  in  determining  need  for  public  assistance, 
the  amount  of  public  assistance  is  to  be  reduced  by  the  amount  of 
income  maintenance  benefits.  This  insures  that,  as  long  as  the  welfare 
program  continues,  no  welfare  recipient  will  be  worse  off  because  he 
also  comes  under  the  income  maintenance  program. 

Another  major  factor  in  any  income  maintenance  program  is  the 
"tax"  on  earnings  or  reduction  on  account  of  income. 

The  administration's  plan,  as  did  my  first  bill,  in  effect  proposes  a 
50  percent  "tax'*;  benefits  are  reduced  by  50  cents  for  each  dollar 
earned,  exempting  the  first  $60  per  month  earned. 

Recognizing  the  complexities  of  the  reduction  on  account  of  earn- 
ings formula  which  should  neither  be  so  high  as  to  discourage  the 
financial  incentive  to  work,  nor  so  low  as  to  increase  unduly  the  cost 
of  the  program,  I  have  changed  the  formula  in  my  revised  bill.  I 
believe  that  my  formula  will  make  it  possible  to  increase  base  benefits 
by  12y2  percent  per  year  for  4  years  and  at  the  same  time  avoid  the 
problem  of  persons  well  above  the  poverty  line  receiving  benefits  which 
would  greatly  increase  the  cost  of  the  program.  Generally,  the  higher 
the  base  benefit,  the  greater  is  the  "leakage"  of  funds  to  beneficiaries 
who  are  not  really  poor. 

The  reduction  on  account  of  income  formula  in  my  bill,  H.R.  14773, 
is  as  follows: 

For  the  first  and  second  years  of  the  act's  existence  earned  income 
in  an  amount  equal  to  one-fourth  of  the  maximum  benefit  will  cause 
benefits  to  be  reduced  by  an  amount  equal  to  25  percent  of  that  income. 
Earned  income  in  excess  of  one-fourth  of  the  maximum  benefit  will 
cause  benefits  to  be  reduced  by  50  percent  of  the  income.  For  the  third 
year  of  the  act's  existence,  and  thereafter,  the  same  25  percent  "tax" 
will  apply. 

However,  earned  income  in  excess  of  one-fourth  of  the  maximum 
benefit  but  less  than  1V2  times  the  maximum  benefit  will  cause  benefits 
to  be  reduced  by  50  percent  of  the  income.  All  earned  income  above 
iy2  times  the  maximum  benefit  level  will  cause  benefits  to  be  reduced 
by  75  percent  of  the  amount  of  the  income. 

In  other  words,  my  formula  establishes  a  three-step  "tax" — 25,  50, 
and  75  percent  applied  to  different  proportions  of  earned  income. 

Under  my  bill,  individuals  and  married  couples  without  children 
are  eligible  for  benefits,  whereas  the  administration's  plan  seems  to  be 
limited  to  families  with  children. 
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I  strongly  disagree  with  the  coercive  and  paternalistic  features  of 
the  administration's  work  training  or  employment  program  which  I 
believe  are  inconsistent  with  the  principle  of  income  maintenance. 

The  President  said  that  it  must  never  be  more  beneficial  not  to  work 
than  to  work.  I  agree.  However,  under  my  bill,  it  is  still  better  to  work 
than  not  to  without  coercion  and  without  making  it  possible  for 
unsympathetic  local  officials  to  deny  the  benefits  of  the  program  to 
needy  families. 

The  financial  incentives  to  seek  training  or  employment  under  my 
plan  are  clear  and  attractive.  Poor  people  want  to  work  and  do  work 
when  they  have  the  chance  and  are  not  penalized  for  it.  It  is  thus 
inconsistent  to  include  measures  derived  from  old,  out-of-date 
assumptions. 

My  bill,  H.R.  14773,  does  provide  that  a  recipient  may  be  referred  to 
work  an  incentive  program  if  he  desires  and  that  participants  in  such 
a  program  receive  a  benefit  of  $30  for  each  month  in  addition  to  in- 
come maintenance  benefits. 

In  order  to  encourage  the  establishment  of  State  programs,  my  bill 
provides  that  if  a  State  institutes  a  supplementary  income  mainte- 
nance program,  the  Federal  Government  will  pay  50  percent  of  the 
supplementary  benefits. 

Individuals  who  are  entitled  to  income  maintenance  benefits  are 
made  eligible  for  medicaid,  medical  assistance  under  a  State  plan  ap- 
proved under  title  XIX  of  the  Social  Security  Act — if  they  are  not 
otherwise  eligible. 

The  system  would  be  administered  through  a  Bureau  of  Income 
Maintenance  located  in  the  Treasury  Department.  Persons  wishing  to 
apply  for  benefits  would  make  application  by  submitting  quarterly 
income  statements.  They  would  receive  monthly  maintenance  payments 
based  on  the  deficiency  of  their  earnings.  Since  there  would  be  a  rea- 
sonable timelag  for  administration,  the  May  check  might  be  based  on 
income  during  the  J anuary-February-March  quarter. 

The  administrative  procedure  for  checking  the  accuracy  and  hon- 
esty of  applications  would  be  similar  to  the  internal  revenue  system 
now  in  force  for  checking  positive  tax  returns.  All  applications  would 
be  scrutinized  for  internal  inconsistencies,  errors,  and  suspicious 
claims.  But  only  a  small  fraction — one  in  20 — would  be  subject  to  full 
investigation  on  a  random  sample  basis.  This  spot  check  system  would 
prevent  most  willful  cheating  and  would  replace  the  present  demean- 
ing practice  of  routine  intrusions  into  the  private  lives  of  all  welfare 
recipients. 

Although,  because  of  the  overall  cost  of  the  program,  the  level  of 
benefits  is  not  as  high  as  it  ideally  should  be,  the  income  position  of 
nearly  80  percent  of  present  welfare  recipients  will  be  improved.  More 
significantly,  nearly  all  of  the  22  million  Americans,  who  live  in  pov- 
erty but  do  not  receive  public  assistance,  will  get  some  income 
supplementation. 

I  am  sure  that  I  do  not  have  to  inform  the  committee  that  I  believe 
the  existing  welfare  program  should  be  phased  out  as  soon  as  possible. 
The  income  maintenance  system  should  guarantee  a  living  annual  in- 
come in  dignity. 

Unfortunately,  the  administration's  plan  will  not  benefit  those 
States  which  have  provided  the  most  liberal  welfare  benefits.  It  will  be 
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of  greatest  benefit  to  those  States  which  have  always  given  least 
assistance. 

The  Nixon  plan  provides  that  no  State  can  reduce  payment  levels, 
that  no  State  may  spend  less  than  half  of  what  it  now  spends  on  public 
assistance,  but  that  no  State  will  be  required  to  spend  more  than  90 
percent  of  its  present  welfare  costs. 

Thus,  a  State  like  New  York,  which  makes  payments  under  AFDC 
of  approximately  $67  per  person  per  month,  will  in  a  sense  be  penal- 
ized for  making  decent  payments.  States  which  have  had  low  welfare 
budgets  will  be  able  to  cut  them  in  half.  New  York  State,  in  order  to 
maintain  its  present  payment  level,  will  continue  to  pay  90  percent 
of  its  present  costs.  While  it  is  true  that  90  percent  is  preferable  to 
100  percent,  a  way  must  be  found  so  that  New  York  State,  and  other 
similarly  situated  States,  will  be  reimbursed  by  the  Federal  Govern- 
ment in  relation  to  its  substantial  contribution. 

Under  the  administration's  proposal  New  York  State  will  only 
receive  $43  million  of  which  $20  million  will  be  for  New  York  City. 
New  York  City  is  now  contributing  $432  million  out  of  city  funds. 
This  is  not  a  very  significant  part  of  a  $3  billion  national  expenditure. 

By  accepting  the  concept  of  income  maintenance,  the  administration 
has  denned  poverty  and  welfare  as  a  national  problem  which  requires 
a  national  solution.  The  Federal  Government  should  move  as  rapidly 
as  possible  to  assume  the  full  costs  of  public  assistance  through  an 
income  maintenance  program  with  an  adequate  level  of  benefits. 

Let  me  summarize  several  significant  advantages  of  the  income 
maintenance  system  envisioned  in  H.E.  14773,  as  compared  with  the 
existing  welfare  system. 

Perhaps  the  most  important  is  the  establishment  of  a  national 
standard  of  assistance  based  on  the  sole  criterion  of  need.  This  would 
eliminate  the  confusion  of  diverse  State  criteria  and  levels  of  benefits. 
It  would  save  those  parts  of  the  country  which  now  have  the  heaviest 
welfare  burdens  the  most  money. 

In  New  York  City,  with  nearly  one  person  in  nine  on  welfare,  a 
substantial  portion  of  this  welfare  cost  would  be  saved  to  the  city 
and  State,  making  it  available  for  other  needs. 

A  national  income  maintenance  system  would  reduce  the  migration 
to  the  cities  by  rural  residents  ill  equipped  for  available  city  jobs. 

It  would  remove  the  indignities  and  intrusions  into  personal  mat- 
ters which  now  characterize  the  welfare  system. 

It  would  provide  an  incentive  to  work  for  people  receiving  benefits. 

It  would  free  social  workers  to  perform  needed  and  wanted  serv- 
ices and  eliminate  the  welfare  bureaucracy's  police  functions. 

I  think  that  it  has  been  nearly  universally  agreed  that  the  present 
public  assistance  system  is  not  working.  However,  it  should  be  clear 
that  an  income  maintenance  system  or  a  guaranteed  income — although 
it  can  improve  upon  the  income  supplementing  functions  of  welfare — 
is  not,  and  cannot  be  in  and  of  itself,  a  solution  to  the  povery  problem. 

Income  maintenance  is  a  key  part  of  a  multiple  strategy  for  breaking 
the  cycle  of  poverty.  That  strategy  needs  to  include  job  creation  and 
training:  it  needs  to  include  higher  benefits  under  social  security  for 
the  elderly  and  the  disabled ;  and  it  also  requires  expanded  programs 
in  areas  such  as  intensive  education  and  health  and  social  services. 
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A  system  of  income  maintenance  to  replace  the  present  inefficient 
and  inadequate  welfare  system  must  be  a  central  part  of  that  strategy. 

There  must  be  a  multiple  strategy  for  providing  a  living  income, 
and  realistic  social  security  benefits  for  retired  and  disabled  workers, 
widows,  and  dependent  wives,  husbands,  children  and  parents  are 
essential. 

We  have  an  obligation  to  insure  adequate  benefits  for  the  25  million 
social  security  beneficiaries,  and  an  increase  of  7  percent,  10  percent, 
or  even  15  percent— the  least  Congress  should  do  this  year— will  not  be 
sufficient. 

Some  beneficiaries  are  able  to  augment  to  some  degree  their  benefits 
by  earning  supplemental  incomes.  However,  for  the  vast  majority  the 
only  means  of  income  is  a  monthly  social  security  check.  Sometimes 
we  lose  sight  of  one  very  important  fact,  and  that  is  that  at  one  time 
they  were  gainfully  employed  and  set  aside  a  little  of  their  earnings 
each  month  to  provide  for  their  old  age,  and  the  care  of  their  loved 
ones,  under  social  security. 

All  the  information  I  have  received  points  out  the  fact  that  a  bene- 
fit increase  of  10  percent,  effective  in  March  of  1970,  as  proposed  by  the 
administration  will  not  be  adequate  to  meet  the  needs  of  social  security 
beneficiaries.  Since  the  last  increase  in  social  security  benefits  in 
February  of  1968,  the  cost  of  living  has  risen  by  9.1  percent.  If  the 
present  trend  continues,  and  there  is  little  or  no  indication  that  it  will 
not,  then  the  rise  in  the  cost  of  living  from  February  of  1967  to  March 
of  1970  will  be  more  than  10  percent. 

H.R.   11349  AND  H.R.  14521 

I  have  cosponsored  two  bills  which  would  increase  benefits.  The  first 
is  H.R.  11349  (the  Vanik  bill),  which  calls  for  a  15  percent  across-the- 
board  increase,  with  a  minimum  retirement  benefit  of  $80  payable  to 
those  who  qualify  for  benefits  at  age  65  or  older,  and  also  provides  for 
cost-of-living  increases.  To  me,  this  is  the  minimum  increase  this  com- 
mittee should  report  out  this  year.  Anything  less  would  be  totally 
inadequate. 

The  second  bill  I  have  cosponsored  is  H.R.  14521  (the  Gilbert  bill). 
This  bill  is  a  comprehensive  proposal  which  provides  for  a  reali stir- 
program  geared  to  meet  today's  needs. 

There  are  many  outstanding  features  contained  in  H.R.  14521,  the 
most  significant  of  which  are :  Its  staged  20  percent,  across-the-board 
increases  in  the  monthly  benefits — 20  percent  in  1970  and  20  percent 
in  January  of  1972;  cost-of-living  increases;  raising  the  monthly 
minimum  benefit  to  $90  in  January  1970  and  to  $120  in  January  1972  ; 
increasing  the  lump  sum  death  payment  to  $500  by  January  of  1970, 
which  doubles  the  existing  ceiling  which  has  been  in  eff  ect  since  1952; 
and  the  coverage  of  legend  drugs  and  some  nonlegend  drugs,  such  as 
insulin,  under  the  medicare  program. 

It  also  calls  for  the  coverage  of  disabled  workers  under  the  medi- 
care program.  But  the  most  notable  provision  is  that  which  gradually 
increases  the  Government  contribution  to  approximately  one-third 
the  total  cost  of  the  program. 

This  is  a  bold  program  which  deserves  support. 
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H.R.  610 

Under  present  law  a  social  security  beneficiary  who  is  under  age  72, 
is  permitted  to  earn  as  much  as  $1,680  a  year  and  still  receive  all  of 
his  benefits.  When  a  beneficiary  earns  more  than  the  stipulated  $1,680 
a  year,  his  benefits  are  reduced  $1  for  every  $2  he  earns,  up  to  $2,880 
per  year.  Over  $2,880,  his  benefits  are  reduced  $1  for  every  $1  he  earns. 
And,  no  benefits  are  withheld  for  any  month  in  which  he  earns  less 
than  $140,  regardless  of  his  total  earnings  in  the  year. 

I  have  introduced  H.R.  610,  which  would  amend  the  Social  Security 
Act  so  that  a  beneficiary  would  be  permitted  to  earn  as  much  as  $3,600 
a  year  and  still  receive  all  of  his  benefits.  If  he  earns  more  than  $3,600 
a  year,  his  benefits  would  then  be  reduced  $1  for  every  $2  earned,  up  to 
$4,800  a  year.  Over  $4,800,  his  benefits  would  be  then  reduced  $1  for 
every  $1  earned.  Benefits  would  not  be  withheld  in  any  month  in  which 
the  beneficiary  earns  less  than  $300,  regardless  of  his  total  year's 
earnings. 

Under  our  present  economic  condition,  the  existing  retirement  test 
is  far  too  severe.  It  prevents  a  beneficiary  from  supplementing  his 
benefits  in  a  substantial  manner.  For  the  a  verage  retired  worker,  who 
now  gets  a  monthly  benefit  of  $100,  and  which  Congress  may  raise  to 
about  $115  a  month,  this  amendment  would  mean  that  he  could  have 
an  annual  income  of  $6,180  a  year  before  suffering  any  reduction  in 
his  social  security  benefits.  In  light  of  present  wage  scales  it  would 
seem  reasonable  to  permit  beneficiaries  to  work,  and  earn,  as  much  as 
$3,600  a  year. 

H.R.  616 

I  would  further  amend  the  retirement  test  by  permitting  a  benefi- 
ciary to  deduct  his  out-of-pocket  medical  expenses  from  his  earned 
income  prior  to  the  determination  of  his  yearly  earnings.  I  have  in- 
troduced H.R.  616,  which  contains  this  provision.  These  expenses 
would  be  allowed  only  if  not  compensated  by  insurance. 

Although  medicare  takes  care  of  a  great  part  of  the  medical  ex- 
penses of  people  age  65  and  over,  it  does  not  provide  anything  for 
beneficiaries  who  are  under  65,  widowed  mothers  and  children,  for 
example.  Also,  many  people  65  and  over  have  medical  expenses  which 
are  not  reimbursable  under  medicare.  In  many  cases,  social  security 
recipients  must  ,go  to  work  in  order  to  help  pay  regular  or  extraordi- 
nary medical  expenses. 

When  they  do  go  to  work,  their  social  security  benefits  are  reduced 
by  an  amount  that  is  determined  on  the  basis  of  their  gross  earnings. 
This  reduction  in  income  may  make  the  effort  of  working  self-defeat- 
ing. In  order  to  alleviate  this  situation,  it  would  be  appropriate  to 
provide  that  in  applying  the  retirement  test,  earned  income  would  be 
reduced  by  the  amount  of  a  beneficiaries'  out-of-pocket  medical 
expenses. 

H.R.  612 

I  am  encouraged  to  find  that  the  administration's  bill,  H.R.  14080, 
contains  a  similar  provision  as  that  which  is  provided  in  my  bill,  H.R. 
612.  This  bill  would  provide  benefits  for  dependent  parents  of  retired 
or  disabled  workers. 
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Under  the  present  law,  benefits  are  provided  for  dependent  parents 
of  a  deceased  worker,  but  it  does  not  provide  benefits  for  a  dependent 
parent  if  the  worker  is  retired  or  disabled. 

A  parent  who  is  dependent  on  a  worker  who  retires,  or  who  has  be- 
come disabled,  is  just  as  dependent  on  the  worker  as  his  wife  or  chil- 
dren. The  parent,  as  well  as  the  wife  and  children,  loses  a  source  of 
support  when  the  worker  retires,  or  becomes  disabled. 

My  bill  provides  that  the  parent  would  have  to  be  age  62,  and  to 
have  received  one-half  of  his  support  from  the  worker  at  the  time  the 
worker  is  retired,  or  becomes  disabled,  to  qualify  for  such  benefits. 

H.R.  613 

I  have  also  introduced  H.E.  613,  which  would  provide  benefits  for 
additional  dependents.  The  present  law  provides  monthly  benefits  for 
a  worker's  dependent  children,  his  wife,  his  widow,  and  for  his 
dependent  parent  (if  the  worker  is  deceased). 

One  of  the  purposes  of  the  social  security  program  is  to  provide  the 
dependents  of  a  worker  with  a  continuing  income  when  the  worker's 
income  stops.  It  would  therefore  be  in  keeping  with  this  purpose  to 
provide  benefits  to  every  person  who  is  dependent  on  a  worker  for  his 
support.  However,  practical  considerations  preclude  this,  and  the  law 
presently  provides  a  limit  on  the  total  amount  that  may  be  paid  to  any 
one  worker's  account. 

On  the  other  hand,  it  does  not  seem  reasonable  to  deny  benefits  to 
other  people  who  may  also  be  dependent  on  a  worker  particularly  in 
cases  where  paying  benefits  to  these  people  would  not  reduce  the  pay- 
ments to  the  worker's  wife  and  children,  or  when  the  worker  has  no 
wife  or  child. 

Recognizing  that  a  worker's  wife  and  children  have  first  claim  to 
the  fruits  of  his  labor,  H.R.  613  would  provide  that  benefits  would 
be  paid  to  a  wife  or  widow,  to  a  child  and  to  a  parent,  including  those 
of  retired  and  disabled  workers,  before  benefits  would  be  payable  to 
any  other  dependent. 

Benefits  to  other  dependents  would  be  paid  in  the  following  pri- 
ority :  first  to  a  grandchild,  second  to  a  brother  or  sister,  and  third 
to  a  niece  or  nephew.  In  order  to  qualify  for  these  benefits  the  de- 
pendent would  have  to  be  under  age  18  or  over  age  62,  and  to  have 
been  receiving  one-half  of  his  support  from  the  worker  at  the  time 
the  worker  retired,  became  disabled  or,  died. 

H.R.  11104 

Under  the  present  law  a  blind  person  can  qualify  for  disability 
benefits  if  he  is  unable  to  do  any  substantial  work,  or,  if  he  is  age  55 
or  oyer,  and  unable  to  do  his  regular  kind  of  work.  In  order  to 
qualify  for  these  benefits,  he  must  have  worked  in  5  out  of  the  last 
10  years,  and  he  cannot  be  presently  employed. 

I  have  introduced  H.R.  11104,  which  would  provide  for  the  pay- 
ment of  a  monthly  disability  benefit  to  any  blind  person  who,  regard- 
less of  his  age  had  worked  in  employment  covered  by  the  social 
security  program  in  any  6  calendar  quarters.  Once  a  person  became 
entitled  to  benefits,  he  would  receive  these  benefits  regardless  of  how 
much  he  worked  or  how  much  he  earned. 
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The  case  for  a  change  such  as  this  proposal  suggests,  was  presented 
to  this  committee  by  Mr.  John  F.  Nagle,  of  the  National  Federation 
of  the  Blind  on  October  27.  In  his  statement,  he  said : 

Blindness  is  not  a  worse  disability  than  any  other,  but  it  is  different  .  .  . 

A  man  may  loose  both  legs,  secure  artificial  limbs  and  after  learning  their 
use,  function  as  he  functioned  before.  The  blind  person,  however,  never  reaches 
the  point  where  he  is  freed  from  a  dependence  upon  sight  .  .  . 

The  fact  is,  that  whatever  level  of  earnings  a  blind  man  may  achieve,  what- 
ever position  he  may  attain,  he  functions  at  an  economic  disadvantage  for  he 
must  function  without  sight  in  competition  with  sighted  men,  he  must  com- 
pete without  sight  in  an  economy  based  on  sight. 

U.K.  615 

At  the  present  time  social  security  laws  exempt  from  coverage 
Federal  civilian  employees  of  the  United  States.  My  bill,  H.R.  615, 
would  extend  such  coverage  to  all  employees  of  the  United  States 
on  the  same  terms  and  conditions  which  apply  to  other  covered 
employees. 

Federal  employees  are  the  only  major  group  not  eligible  for  cov- 
erage; members  of  the  Armed  Forces  have  been  covered  since  Jan- 
uary of  1957. 

Although,  Federal  civilian  workers  have  a  staff  retirement  program, 
the  present  situation  is  unsatisfactory  in  a  number  of  ways.  Many 
people  work  for  the  Federal  Government  for  too  short  a  period  of 
time  to  qualify  for  benefits  under  the  staff  requirement  program.  More- 
over, if  these  people  eventually  get  protection  under  the  social  security 
program,  they  receive  no  credit  at  all  under  the  social  security  pro- 
gram for  the  time  they  worked  for  the  Federal  Government. 

Therefore,  it  seems  reasonable  to  extend  the  social  security  coverage 
to  Federal  employees  thereby  giving  them  the  opportunity  to  receive 
sufficient  quarters  by  their  Federal  employment  to  qualify  for  social 
security  benefits  when  they  retire. 

The  social  security  program  is  the  universal  income  maintenance 
program  in  this  country  and  it  does  not  seem  equitable  to  exclude 
Federal  employees — some  of  whom  even  administer  the  program — 
from  its  protection. 

H.K.  611 

H.E.  611,  would  eliminate  the  provision  in  the  Social  Security 
Amendments  of  1965  which  was  intended  to  deny  hospital  insurance 
benefits  to  uninsured  individuals  who  are  members  of  certain  or- 
ganizations or  have  been  convicted  of  certain  offenses,  and  also  elimi- 
nates the  provision  which  denies  supplementary  medical  insurance 
benefits  to  persons  who  have  been  convicted  of  certain  offenses. 

Since  I  first  introduced  legislation  to  repeal  these  provisions,  a 
Federal  court  has  found  them  to  be  contrary  to  the  Constitution  and 
they  are  not  being  enforced  by  the  Department  of  Health,  Education, 
and  Welfare.  Now  these  unconstitutional  restrictions  should  be  striken 
from  the  statute. 

H.R.  614 

H.E.  614,  would  amend  the  public  assistance  provisions  of  the  Social 
Security  Act  to  prohibit  the  imposition  of  any  durational  residence 
requirement  as  a  condition  of  eligibility  for  public  assistance.  The  Su- 
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preme  Court  having  declared  durational  residency  laws  to  be  uncon- 
stitutional, the  social  security  laws  should  reflect'  the  findings  of  the 
Court.  6 

H.R.  6  20 

I  believe  the  limitations  on  the  payment  of  benefits  to  aliens  which 
were  added  by  the  Social  Security  Amendments  of  1967  are  unfair; 
and  I  have  introduced  H.K.  620  to  remove  them. 

H.R.  644 

Although  it  does  not  pertain  directly  to  the  social  security  program, 
I  should  like  to  again  call  the  attention  of  the  committee  to  the  plight 
of  handicapped  and  disabled  workers  who  are  unable  to  use,  without 
undue  hardship  or  danger,  public  transportation  to  travel  to  and  from 
work.  I  was  keenly  disappointed  that  the  recent  tax  bill  did  not  deal 
with  this  problem.  For  many  years  I  have  introduced  legislation  (H.K. 
644  in  this  Congress)  to  provide  a  deduction  for  income  tax  purposes 
for  expenses  paid  for  transportation  to  and  from  work. 

In  addition,  H.R.  644  provides  an  additional  exemption  for  in- 
come tax  purposes  for  a  taxpayer  or  spouse  who  is  physically  ot 
mentally  incapable  of  caring  for  himself. 

I  urge  the  committee  to  act  promptly  on  this  matter. 

I  want  to  thank  the  committee  for  this  opportunity  to  appear  and 
to  testify  and  to  present  my  thoughts  on  income  maintenance  and  in- 
creases in  social  security  which  I  believe  this  Congress  has  an  obliga- 
tion to  provide  as  part  of  an  overall  strategy  in  meeting  the  problems 
of  people  who  are  forced  to  live  either  in  very  poor  circumstances  or 
in  dire  poverty  in  this  country.  We  have  the  wealth,  we  ha  ve  the  tech- 
nology, we  have  the  ability  to  make  it  possible  for  every  single  Ameri- 
can to  have  a  decent  living  wage,  and  in  my  judgment  it  is  the 
responsibility  of  Congress  to  move  as  rapidly  as  possible  to  insure  that. 

Thank  you. 

The  Chairman.  Thank  you,  Mr.  Kyan,  for  bringing  to  the  commit- 
tee your  views. 

Are  there  any  questions  of  Mr.  Ryan  ? 

If  not,  we  thank  you  very  much  for  coming  to  the  committee. 
Mr.  Ryan.  Thank  you. 

The  Chairman.  Our  next  witness  is  our  colleague  from  Maryland, 
the  Honorable  Clarence  D.  Long. 

We  appreciate  having  you  with  us  this  morning. 

STATEMENT  OF  HON.  CLARENCE  B.  LONG,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MARYLAND 

Mr.  Long.  Thank  you  very  much,  Mr.  Chairman. 
The  Chairman.  You  are  recognized. 

Mr.  Long.  Mr.  Chairman,  I  appreciate  the  opportunity  to  appear 
before  the  distinguished  Ways  and  Means  Committee  to  testify  in 
support  of  amendments  to  the  Social  Security  Act  to  increase  title  II 
benefits. 

All  committees  of  Congress  are  distinguished,  but  we  all  recognize 
that  this  is  the  really  distinguished  committee. 
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SUMMARY 

I  support  amendments  to  title  II  of  the  Social  Security  Act  to  pro- 
vide a  15 -percent  across-the-board  increase  in  social  security  benefits 
and  an  increase  in  the  minimum  primary  benefit  to  $80.  My  bill,  H.R. 
14153,  provides  for  both  of  these  amendments  to  the  Social  Security 
Act.  Letters  and  statements  from  constituents  have  convinced  me  of 
the  urgency  of  enacting  these  amendments. 

I  am  deeply  disturbed  about  the  plight  of  the  elderly.  This  is  where 
the  real  poverty  is  in  America. 

Three  out  of  every  10  older  people  live  in  poverty — half  of  the  older 
families  have  .incomes  under  $4,000  a  year — 20  percent  receive  less 
than  $2,000  annually.  Their  own  testimony  eloquently  speaks  to  the 
need  for  increased  social  security  benefits. 

Mr.  Z.  from  the  Baltimore  area  writes : 

I  live  with  my  wife  on  $51  social  security  monthly  ($4  being  deducted  for 
medicare  from  the  original  $55).  We  go  hungry,  not  able  to  buy  the  necessary 
food  for  the  money  we  receive  in  this  inflationary  time.  We  are  not  able  to  fix 
our  bad  teeth,  our  torn  clothing,  our  torn  shoes.  I  will  soon  be  73  years  old.  I 
got  ill  from  terrible  privations,  but  no  one  helps. 

Mr.  A.  and  his  wife  from  Joppa  in  my  district  have  similar  prob- 
lems making  ends  meet : 

I  draw  $55  per  month,  as  I  am  disabled  to  work  *  *  *  my  wife  is  100  percent 
disabled  *  *  *  she  just  had  her  right  leg  amputated  4  inches  below  the  knee 

*  *  *  Her  diet,  plus  living  cost  and  rent  is  just  more  than  I  can  do  on  $55  per 
month. 

Mr.  D.  from  the  Baltimore  area  reports : 

I  am  a  disabled  veteran  *  *  *  I  am  married  and  I  receive  $118  a  month  pension, 
and  last  year  I  earned  $351  for  part-time  work  *  *  *  I  pay  $72  monthly  for  a 
two-room  apartment  with  bath  in  the  hall  *  *  * 

Mr.  M.  of  Pasadena  reports : 

I  am  82  years  of  age  and  only  receive  $51  a  month  old  age  pension.  I  live  alone 
along  Cox's  Creek  in  an  old  shack  and  have  a  very  hard  time  trying  to  live.  I 
got  a  medicare  card  but  I  can't  eat  that.  I  am  not  well  and  depend  on  other 
people  to  bring  me  food  from  the  store  and  if  no  one  comes,  I  don't  eat  much 

*  *  *  Try  to  live  on  $51  a  month.  Electric  bill,  food,  kerosene  bill,  clothing, 
tobacco  to  roll  my  own  cigarettes  *  *  *  I  don't  have  much  company.  When  you 
have  nothing,  no  one  wants  you. 

Reading  these  letters  prompted  me  to  send  a  questionnaire  to  a  cross 
section  of  my  elderly  constituents  to  find  out  how  I  could  help  them. 
Social  security  is  the  main  source  of  income  for  most  of  them,  and  it's 
very  hard  for  them  to  get  by. 

A  73-year-old  widow  from  Havre  de  Grace  writes : 

I  have  to  dig  into  my  small  savings  every  month  for  food.  After  paying  my 
rent  from  social  security,  I  have  just  $1.80.  At  this  rate,  the  savings  will  soon  be 
gone.  Then  what? 

A  58-year-old  Havre  de  Grace  man,  who  is  disabled  and  has  three 
minor  children  to  support,  says : 

It  is  impossible  for  a  person  to  support  himself  and  four  dependents  on  $140 
per  month.  The  amount  should  be  higher  in  order  to  realistically  correspond  with 
the  galloping  inflation  and  also  to  encourage  a  person  to  make  some  income  any 
way  he  is  able. 

A  51-year-old  woman  from  Dundalk  who  had  a  spinal  fusion  opera- 
tion last  J uly  and  now  receives  disability  payments  writes : 
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As  long  as  my  husband  and  myself  work,  we  get  along  *  *  *  [But  he  was  laid 
off.]  We  never  are  able  to  get  ahead  to  pay  cash. 

A  67-year-old  widow  from  Havre  de  Grace,  living  on  small  savings 
and  social  security  payments,  says : 

I  was  doing  all  right  2  years  ago  but  with  food  and  drugs  going  so  high,  there 
is  nothing  left  over. 

A  72-year-old  Havre  de  Grace  man  says  he  is  "waiting  to  get  a  room 
in  the  hospital."  He  is  living  on  $94  a  month  social  security,  and  a 
$190.65  monthly  civil  service  pension.  He  says : 

Rent,  groceries,  medical  care  use  it  all.  I  have  to  dip  into  savings  *  *  *  If  the 
Government  raises  my  social  security  check  15  percent,  maybe  I  can  get  along. 

For  my  elderly  constituents  and  for  millions  of  others  across  the 
country,  social  security  is  the  main,  often  the  only,  source  of  income. 
While  social  security  payments  have  been  fixed  since  the  last  increase 
in  February,  1968,  the  cost  of  living  has  risen  nearly  8.2  percent. 

We  must  enact  legislation  in  this  Congress  to  provide  a  15 -percent 
across-the-board  increase  in  social  security  and  an  increase  in  the 
minimum  primary  benefit  from  $55  to  $80.  My  bill,  H.R.  14153,  pro- 
vides for  both  of  these  changes  in  Title  II  of  the  Social  Security  Act. 

In  closing,  I  should  like  to  quote  another  one  of  my  constituents, 
who  sums  up  the  need  for  these  benefit  increases : 

I  am  fortunate  to  be  taken  care  of  adequately,  but  many  elderly  are  worrying 
themselves  sick  in  trying  to  live  on  tiny  incomes.  Old  age  is  proud,  and  many  do 
not  confide  in  their  children  who  are  also  busy  trying  to  make  ends  meet  in  these 
days  of  $1  per  pound  of  hamburg!  *  *  *  Social  security  should  be  raised,  so 
that  all  elderly  persons  have  enough  to  live  in  dignity. 

Mr.  Chairman,  the  older  people  are  the  truly  deserving.  They  are 
the  ones  who  made  this  country.  The  rest  of  us  sort  of  inherited  it,  and 
if  we  owe  a  debt  to  anyone  it  is  to  the  older  Americans. 

I  think,  also,  that  if  we  are  going  to  start  anywhere  with  a  guaran- 
teed income  it  should  be  with  the  older  people  because  with  the  others 
in  the  population  you  have  the  problem  of  incentive.  If  you  give 
younger  people  money  without  regard  to  their  earnings,  there  is  al- 
ways some  question  whether  they  will  work  in  the  labor  force,  but  with 
the  older  people  that  has  already  been  decided.  For  the  most  part,  they 
are  no  longer  working  because  they  are  old  and  disabled. 

I  know  that  my  proposal,  as  do  the  other  proposals,  raises  serious 
questions  of  where  the  money  is  to  come  from.  I  have  many  proposals, 
most  of  which  would  not  be  necessarily  acceptable  to  the  committee  or 
to  the  Congress.  I  would  hope,  nevertheless,  that  the  Ways  and  Means 
Committee  could  give  serious  consideration  to  passing  this  bill  to 
raise  benefits  and  to  finding  the  money  with  which  to  do  so.  This  com- 
mittee is  called  the  Committee  on  Ways  and  Means.  I  sometimes  think 
the  name  ought  to  be  changed  to  the  Committee  on  Ways  and 
Miracles. 

Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Thank  you.  You  have  been  a  very  impressive  wit- 
ness, particularly  with  the'last  statement  you  made.  We  appreciate  it. 
Any  questions  of  Congressman  Long? 
Mr.  Ullman.  Mr.  Chairman  ? 
The  Chairman.  Mr.  Ullman. 

Mr.  Ullman.  I  just  want  to  welcome  Dr.  Long  who  brings  to  us  a 
distinguished  academic  record  and  on  top  of  that  a  very  practical 
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approach  to  the  problem,  and  I  couldn't  agree  more  that  we  should 
start  with  our  elderly  citizens  in  a  guaranteed  income. 
Thank  you. 

The  Chairman.  Any  further  comments  or  questions  ? 
Mr.  Burke? 

Mr.  Burke.  I  just  wish  to  associate  myself  with  my  colleague,  Con- 
gressman Ullman,  in  commending  Dr.  Long.  He  has  given  this  sub- 
ject matter  great  study  and  he  has  presented  an  excellent  statement 
here  this  morning. 

Mr.  Long.  Thank  you  very  much,  Mr.  Burke. 

Thank  you,  Mr.  Ullman. 

The  Chairman.  We  appreciate  very  much  your  coming  to  us.  The 
examples  that  you  have  given  us,  I  am  sure,  are  found  by  all  of  us  in 
all  of  our  congressional  districts. 

Mr.  Long.  I  am  absolutely  certain  of  that,  Mr.  Chairman. 

The  Chairman.  Thank  you  again. 

Mr.  Long.  Thank  you. 

The  Chairman.  Our  next  witness  is  our  colleague  from  Michigan, 
the  Honorable  John  Conyers,  Jr. 
We  appreciate  having  you  with  us,  and  you  are  recognized. 

STATEMENT  OF  HON.  JOHN  CONYERS,  JR.,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MICHIGAN 

Mr.  Conyers.  Thank  you,  Mr.  Chairman. 

I  am  delighted  and  privileged  to  come  before  this  distinguished 
committee,  for  I  have  had  the  pleasure  of  working  with  so  many  of 
my  colleagues  on  other  matters,  to  testify  with  regard  to  a  bill  that  I 
have  introduced  with  other  members,  H.K.  13476,  entitled  the  Na- 
tional Living  Income  Program  Act  of  1969. 

Mr.  Chairman,  over  29  million  Americans  are  poor. 

In  this,  the  world's  most  affluent  Nation,  the  elimination  of  poverty 
should  be  our  primary  task.  Eecently,  the  President  of  the  United 
States  recognized  the  need  to  reorganize  our  efforts  to  assist  the  poor 
people  of  this  country.  What  is  needed  further  is  a  restructuring  of 
the  basic  premises  upon  which  the  present  welfare  systems  were  built. 

The  National  Living  Income  Program  Act  is  a  plan  designed  to 
achieve  those  goals  and  meet  the  real  needs  of  the  poor.  It  will  treat 
the  poor  as  they  have  not  been  treated  by  any  past — or  pending— legis- 
lation, in  my  judgment,  with  dignity  and  as  equal  and  individual 
citizens. 

The  national  livmg  income  program  would  provide  a  realistic  living 
income  for  all  Americans.  It  would  approach  the  $3,335  level  set  by 
the  Social  Security  Administration  of  the  Department  of  Health, 
Education,  and  Welfare  as  the  "poverty  income  line"  for  the  average 
family  of  four.  It  would  provide  a  minimum  subsistence  standard  of 
living.  It  would  not  provide  affluence. 

This  act  provides  viable  work  incentives  that  will  encourage  those 
recipients  who  are  able  to  work  to  obtain  and  hold  a  suitable  job. 
The  living  income  program  will  encourage  stable  family  structures. 
Finally,  this  act  intends  to  accomplish  all  this  without  creating  an 
impossible  administrative  burden. 
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In  concept,  our  program  seems  similar  to  the  family  assistance  plan 
outlined  by  the  President  in  that  the  Government  undertakes  a  form 
of  income  maintenance  as  a  substitute  for  welfare.  In  reality,  the 
President's  plan  departs  little  from  the  theories  behind  the  failing 
current  welfare  programs.  The  administration  has  not  accepted  that 
a  minimum  standard  of  living  is  a  right,  not  a  privilege,  in  the  wealthi- 
est Nation  in  history. 

H.R.  13476  offers  a  new  approach.  The  challenge  we  accept  is  pro- 
viding the  strength  and  direction  to  create  for  each  American  the 
adeouate,  minimal  conditions  in  which  to  live  and  develop  and  so  to 
become  a  fully  contributing  member  of  our  society, 

The  national  living  income  program  resolves  in  new  ways  the  three 
most  important  issues  of  any  income  maintenance  program.  It  is  to  this 
I  would  like  to  briefly  address  myself.  These  issues  are  minimum  in- 
come level,  incentive  to  work,  and,  of  course,  administrative  procedure. 

This  act  is  designed  to  insure  a  livmg  income  for  every  American. 
We  assert  that  the  poverty  level  set  by  the  Social  Security  Adminis- 
tration is  the  absolute  minimum  below  which  no  family's  income  will 
be  allowed  to  fall.  With  the  affluence  and  expertise  possessed  by  the 
United  States,  the  Federal  Government  has  the  responsibility  and  the 
resources  to  insure  that  all  its  citizens — families,  couples,  and  single 
persons — enjoy  at  least  this  minimum  standard  of  living. 

This  program  provides  a  basic  supplement  for  1-year  periods  of: 
(1)  $1,200  for  the  first  claimant,  (2)  $800  for  the  second  claimant, 
(3)  $600  for  each  dependent,  For  a  family  of  four,  this  will  be  a  basic 
minimum  of  $3,200.  A  floor  of  $3,200  for  a  family  of  four  faces  the 
realities  of  the  cost  of  living. 

But  even  this  amount  provides  nothing  more  than  subsistence  in  a 
time  of  great  inflation  of  all  prices.  It  affords  no  family  the  spending 
power  of  the  affluent — or  even  of  the  middle  class.  The  Bureau  of 
Labor  Statistics  has  indicated  that  a  minimum  adequate  income  for 
a  fanrly  of  four  is  $5,500.  That  is  not  what  is  provided  by  the  living 
income  program  act,  The  basic  supplement  will  secure  only  the  most 
basic  of  needs. 

Let  me  stress  that  our  program  strives  to  assist  every  poor  American. 
It  covers  not  only  families  but  couples  and  single  persons.  There  are 
now  more  than  19  million  Americans  living  in  poverty  who  receive  no 
public  assistance.  To  commence  a  realistic  offensive  against  poverty  in 
this  country,  our  efforts  must  be  extended  to  these  truly  forgotten 
people. 

The  National  Living  Income  Program  Act  also  contains,  Mr.  Chair- 
man, provisions  which  will  enable  assistance  recipients,  if  necessary, 
to  meet  demands  of  rising  consumer  costs  and  regional  cost  of  living 
differentials.  Under  these  provisions,  the  Bureau  of  Labor  Statistics  is 
directed  to  compile  and  price  annual  family  budgets  necessary  for  a 
minimum,  low  income  standard  of  living. 

This  budget  will  reflect  the  changing  costs  of  the  basic,  necessary 
goods  and  services  for  family  units  living  in  urban,  urbanized,  and 
rural  areas  as  well  as  regions  of  differing  climate  and  other  situations 
which  will  affect  the  basic  family  consumption  needs.  The  Secretary  of 
Labor  will  then  transmit  to  Congress  recommendations  on  what 
changes  should  be  made  in  the  level  of  the  base  supplement  to  reflect 
these  findings. 
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It  is  also  provided  in  this  act  for  States  to  enact  additional  benefits 
above  the  $3,200  base  supplement  provided  by  the  national  living  in- 
come program.  The  Federal  Government  will  meet  half  of  the  cost  of 
these  additional  assistance  payments.  The  initial  size  of  the  base  sup- 
plement, however,  is  high  enough  to  reduce  markedly  the  necessity  for 
State-aided  assistance  programs.  Existing  State  revenues  could  then 
be  used  to  meet  other  problems.  For  example,  in  Michigan  under  the 
current  programs  a  family  of  four  receives  $2,496  a  year  in  benefits  of 
which  the  State  of  Michigan  contributes  $1,401. 

The  national  living  income  program  is  unique  among  income  main- 
tenance proposals  in  that  it  answers  the  difficult  interpretive  questions 
that  will  arise  with  such  legislation.  These  include  the  definition  of 
family  units,  the  computation  of  income  (including  homegrown  food) 
and  the  handling  of  savings  or  other  capital.  In  this  way  a  standard 
set  of  procedures  is  devised,  avoiding  arbitrary  and  discriminatory 
local  decisions. 

An  income  assistance  plan,  of  any  kind,  fails  if  it  does  nothing  to 
help  those  recipients  able  to  work  to  take  over  from  the  Government 
the  task  of  supporting  themselves  and  to  choose  for  themselves  the  life 
they  want.  Thus,  the  National  Living  Income  program  includes  a  sys- 
tem of  viable  work  incentives  that  will  encourage  a  more  productive 
membership  in  society.  The  amount  which  the  Government  will  pay 
to  a  family  is  equal  to  the  family's  basic  income  supplement,  less  one- 
half  of  any  income  which  the  family  has  received.  The  family,  in  effect, 
is  allowed  to  retain  50  cents  on  each  dollar  earned.  This  is  a  viable 
monetary  incentive  for  the  poor  to  advance  which  has  never  before 
been  allowed  to  operate. 

But  financial  incentives  are,  of  course,  not  the  whole  answer.  There 
are  other  factors  involved  with  human  motivation  and  they  must  be 
examined.  There  are  some,  for  instance,  who  hold  to  the  concept  that 
the  rx)or  must  be  forced  to  work ;  that  public  assistance  payments  be 
contingent  on  mandatory  work  requirements.  Is  this  belief  striving  to 
be  a  justification  for  humaneness?  The  poor  must  be  taken  care  of, 
the  concept  says,  but  they  must  never  be  allowed  to  forget  that  they 
are  poor ;  that  they  exist  entirely  on  public  sufferance  which  will  be 
denied  if  the  poor  are  not  "worthy"  of  it.  As  an  example,  I  maintain 
that  mandatory  training  without  guaranteed  jobs  is  just  another  cruel 
hoax  designed  to  placate  critics  of  payments  to  the  poor. 

The  point  is  that  coercion  to  work  will  be  counter  productive.  Wel- 
fare recipients  can  no  longer  be  set  apart  as  second-class  citizens  and 
expected  to  have  the  confidence  and  self-respect  to  meet  the  challenge 
of  our  competitive  society. 

Just  how  many  of  those  receiving  public  assistance  might  be  able  to 
join  the  regular  work  force?  Let  us  consider  the  statistics  for  March 
of  this  year.  Of  the  9.6  million  persons  participating  in  the  four 
federally  aided  public  assistance  programs  80,000  were  blind,  over  2 
million  were  recipients  of  old-age  assistance,  728,000  were  permanent- 
ly and  totally  disabled,  and  4,815,000  were  children  receiving  assist- 
ance under  the  AFDC  program. 

Undor  this  same  program  there  are,  by  estimates  from  the  National 
Center  for  Social  Statistics  in  the  Department  of  Health,  Education, 
and  Welfare,  almost  1  million  mothers  of  preschool  age  children. 
Therefore,  there  remains  500,000  to  600,000  mothers  of  school  age 
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children  and  approximately  81,000  employable  males.  The  vast  major- 
ity of  these  people  are  willing  to  work  if  employment  and  child  day 
care  centers  were  available. 

But  the  right  to  live  and  survive  should  not  be  a  reward  that  can 
be  taken  away  as  punishment.  Forcing  mothers  with  children  to  take 
jobs  will  damage  the  home  life  these  proposals  are  intended  to 
strengthen.  Even  mothers  of  children  over  6  years  of  age  serve  society 
best  by  staying  home  and  doing  a  good  job  of  bringing  up  their 
children. 

In  short,  coercion,  in  my  judgment,  will  not  break  the  cycle  of 
poverty.  The  realities  of  the  situation  must  be  faced.  The  theory,  that 
if  welfare  is  made  distasteful  and  shameful  enough  people  will  be 
forced  to  get  a  job  instead,  has  not  proved  valid. 

In  fact,  the  opposite  is  true.  Welfare  recipients  have  suffered  so 
many  indignities  that  the  self-confidence  and  feelings  of  social  accept- 
ance needed  for  self-aggrandizement  have  been,  to  a  large  extent,  bat- 
tered to  submission.  Welfare  recipients  have  been  allowed  no  feeling 
of  control  over  their  own  lives,  no  self-respect.  A  policy  of  coercion 
to  work  will  again  stigmatize  the  family  and  set  it  apart  as  incapable 
of  making  its  own  decisions. 

Through  the  National  Living  Income  program  we  seek  not  only  to 
encourage  employment  per  se,  but  also  the  numan  dignity  and  self- 
respect  necessary  for  such  employment  to  be  sought.  If  the  Govern- 
ment asserts  that  a  living  income  is  available  to  all  citizens  as  a  human 
right  the  poor  can  accept  the  assistance  with  no  stigma  and  be  free 
to  feel  that  they  are  directing  their  own  lives.  It  is  only  then  that  they 
will  be  able  to  work  their  way  up  from  a  subsistence  level  of  Govern- 
ment benefits  to  a  decent  living  which  they  have  earned. 

H.E.  13476  contains  many  provisions  to  protect  the  right  and  dig- 
nities of  assistance  recipients.  All  payments  will  be  made  in  cash  with 
no  restrictions  on  how  the  family  may  spend  the  money.  I  maintain 
that  without  cash  to  spend  as  they  decide,  there  can  be  little  prospect 
that  the  wisdom  to  behave  as  a  rational  consumer  will  ever  be 
developed. 

The  National  Living  Income  program  is  no  substitute  for  the  pro- 
vision of  meaningful  jobs  to  all  who  are  able  to  work.  But  it  is  a 
commitment  to  provide  a  minimal  income,  with  dignity,  for  those  who 
cannot  work,  and  who  cannot  get  jobs  at  living  wages. 

The  administrative  design  of  this  act  has  many  advantages.  The 
National  Living  Income  program  is  to  be  federally  funded  and  fed- 
erally administered.  A  newly  created  agency  within  the  Treasury  De- 
partment, the  Bureau  of  Income  Maintenance,  will  administer  the 
program,  funded  directly  from  the  Federal  Treasury. 

The  program  would  thus  provide  substantial  State  fiscal  relief  and 
free  State  funds  for  other  State  and  local  projects.  The  Bureau  of 
Income  Maintenance  will  be  self -liquidating  and  not  self-sustaining. 
There  will  be  no  large  bureaucracy  required  whose  interests  are  served 
by  the  continuation  of  welfare.  The  poor  will  be  lifted  from  depend- 
ence on  "caseworkers"  and  the  diverse,  inconsistent  State  public  as- 
sistance standards.  The  National  Living  Income  program  will  estab- 
lish a  single  national  criterion  of  assistance — need. 

It  would  thus  end  the  indignities  and  violations  of  personal  liberty 
which  to  me  characterize  the  present  system  of  welfare. 
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The  goals  of  the  National  Living  Income  program  are  realistic  and 
just.  Its  cost  will  be  great.  For  the  problem  has  been  defined  as  it 
actually  is — not  as  some  would  like  to  believe  it  is.  This  Nation  is 
fully  able  to  provide  the  $20  billion  this  program  will  cost. 

If  we  reordered  our  concerns  so  that  human  needs  come  before  mis- 
siles, planes,  dams  and  buildings,  the  money  would  be  easy  to  come 
by.  The  National  Living  Income  program  would  be  an  effective  and 
positive  program  that  would  attack  more  directly  and  more  realis- 
tically the  cruelties  of  poverty  in  the  United  States. 

It  demonstrates  a  rethinking  of  approach  to  the  problems  of  the 
poor  and  people  receiving  public  assistance.  Our  program  would  be 
the  central  weapon  in  the  encompassing  strategy  designed  to  break 
the  cycle  of  poverty  that  has  entrapped  so  many  Americans.  Unques- 
tionably, such  a  strategy  must  be  carried  out. 

The  Chairman.  Does  that  complete  your  statement  ? 

Mr.  Conyers.  Yes,  Mr.  Chairman,  that  concludes  my  formal  state- 
ment. 

I  appreciate  the  indulgence  of  the  committee. 

The  Chairman.  We  appreciate  very  much  your  coming  to  the  com- 
mittee and  discussing  these  matters  with  us.  I  am  sure  your  state- 
ment is  helpful  to  all  the  members  of  the  committee. 

Mr.  Burke? 

Mr.  Burke.  I  wish  to  commend  Congressman  Conyers  for  his 
statement  and  I  would  like  to  ask  him,  supposing  the  President's 
program  were  enacted  and  it  came  down  to  providing  the  day  care 
centers,  are  there  sufficient  day  care  centers  in  Detroit  and  other  areas 
in  Michigan? 

Mr.  Conyers.  To  the  best  of  my  knowledge,  I  would  say  that  there 
are  probably  not,  and  I  do  not  speak  from  a  point  of  view  of  an  expert 
on  this  question.  I  think  that  most  of  us  would  generally  acknowledge 
the  fact  that  there  is  a  very  serious  shortage  of  day  care  centers 
generally. 

There  have  been  some  attempts  through  OEO  programs  and  other 
municipal  facilities  to  expand  these  day  care  centers  but,  of  course,  it 
is  one  of  the  real  problems  confronting  working  families  where  the 
parents  do  wish  to  pursue  employment  and  are  unable  to  do  so  because 
of  generally  a  lack  of  the  same. 

Mr.  Burke.  We  had  a  child  psychologist  testify  here  the  other  day 
who  had  spent  considerable  time  in  Russia  and  also  time  here  in 
America  on  this  problem  of  mothers  staying  with  the  children.  He 
stated  that  in  Russia  they  feel  it  is  less  costly  to  keep  the  mother  with 
the  child  than  to  take  the  child  and  put  him  out  in  a  day  care  center, 
and  it  actually  works  out  better  for  the  country. 

Do  you  agree  with  that  statement? 

Mr.  Conyers.  Of  course,  there  are  several  points  of  view,  as  you 
know.  I  feel  from  my  experience  in  my  community  in  Detroit  that 
there  are  parents  that  do  wish  to  work.  I  think,  however,  that  I  could 
support  the  position  that  you  have  enunciated  of  the  person  that  has 
presented  that  point  of  view  before  this  committee.  It  is  my  impression 
that  probably  it  is  more  helpful  to  society  that  the  mother  in  fact  do 
not  work.  We  think  that  there  is  a  spin-off  in  a  lot  of  human  needs  that 
perhaps  can't  be  measured  on  a  dollar  and  cents  basis  that  would  lead 
me  to  be  inclined  to  support  that  position  that  you  suggested. 
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Mr.  Burke.  In  other  words,  you  believe,  and  this  is  my  belief,  that 
the  mother  should  be  given  the  option  whether  or  not  she  believes  her 
presence  in  the  home  is  necessary  for  a  child  over  six  ?  If  she  believes 
that  her  presence  there  will  result  in  the  better  bringing  up  of  the 
child  and  make  the  child  more  responsible  to  society,  you  believe  the 
mother  should  have  that  choice? 

Mr.  Conyers.  Absolutely,  Mr.  Burke.  There  is  no  question  in  my 
mind  and  I  hope  that  that  point  was  at  least  made  clear.  Perhaps  it 
Avas  not  made  clear  in  my  testimony. 

I  might  point  out  I  had  the  privilege  to  address  the  convention  of 
an  organization  for  the  poor  of  which  the  executive  director  is  Dr. 
George  Wiley,  who,  I  believe,  testified  before  this  committee  on  this 
same  subject,  and,  if  I  may  state,  the  one  impression  that  I  carried 
away  largely  from  women  who  made  up  that  convention  and  attended 
from  all  over  the  country,  was  the  fact  that  they  emphasized  repeatedly 
to  those  of  us  who  were  visiting  the  convention  that  they  do  not 
want  programs  of  charity  but  a  living  income  as  a  basic  right.  Their 
organizing  was  not  merely  to  increase  the  amount  of  income  and  wel- 
fare benefits  that  they  would  receive.  They  expressed,  and  to  me  par- 
ticularly, being  a  member  of  this  legislative  body,  that  they  wanted 
job  training  programs  that  led  to  jobs  and  a  number  of  them  pointed 
out  that  they  had  gone  through  Federal  and  local  programs  that 
didn't  really  lead  them  anywhere,  and  they  really  wanted  to  get  off 
welfare,  and  if  I  could  make  that  point  before  this  distinguished  com- 
mittee, that  I,  who  am  not  unfamiliar  with  the  problems  of  the  poor 
in  our  urban  communities,  was  again  deeply  moved  by  the  fact  that 
they  were  making  it  clear  what  they  wanted  out  of  a  system  and 
they  wanted  a  system  that  would  allow  them  to  move  out  and  off  the 
welfare  program.  I  think  that  this  notion  is  embodied  in  this  piece  of 
legislation  that,  of  course,  has  been  co-sponsored  by,  among  others, 
Congressman  Whalen,  who  has  testified  before  your  distinguished 
committee. 

Mr.  Burke.  Do  you  believe  that  there  has  been  a  lack  of  communi- 
cation, say,  between  these  training  programs  that  have  taken  place  and 
the  private  sector,  the  possible  employers?  In  other  words,  has  there 
been  a  failure  on  the  part  of  setting  up  programs,  training  people 
for  jobs  that  do  not  exist,  and  a  failure  on  the  part  of  the  employers 
to  set  up  a  list  of  jobs  that  are  available  and  that  has  there  been  a  lack 
of  coordination  there.  Do  you  think  that  this  type  of  training  pro- 
gram could  be  improved  upon  if  there  was  a  greater  cooperation  be- 
tween the  private  sector  and  these  training  programs  in  getting  to- 
gether and  lining  up  a  list  of  jobs  that  are  unfilled.  Are  the  programs 
failing  to  train  people  for  these  jobs  and  training  them  for  other  jobs 
that  don't  exist. 

Mr.  Conyers.  Well,  you  know,  I  have  always  thought  it  to  be  a 
very  simple  matter  for  us  to  match  up  those  who  seek  employment 
with  those  jobs  existing  and  somehow  it  would  work  out  rather  easily. 

Of  course  any  study  of  this  program  makes  it  clear  that  this  is  a 
very  difficult  undertaking.  It  is  extremely  difficult  even  on  a  local 
basis  to  do  this,  especially  when  there  are  multiplicities  of  kinds  of 
programs  aimed  at  doing  this. 

There  is,  as  you  say,  I  think  a  failure  of  communications  and  many 
times  a  failure  to  understand  the  dimensions  of  the  problem. 
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I  am  sure  there  have  been  studies  made  that  could  document  this 
in  great  detail,  but  I  think  that  one  of  our  objectives  that  we  should 
keep  in  mind  as  we  review  the  kinds  of  welfare  programs  that  are 
now  under  the  careful  scrutiny  of  this  committee  is  how  we  accomplish 
within  the  program  the  responsibility  of  matching  up  those  who  want 
to  get  off  of  welfare  and  who  are  willing  to  work,  who  are  seeking 
work,  who  are  eager  to  be  trained  out  of  the  poverty  that  in  all  too 
many  instances  is  brought  about  through  no  fault  of  their  own,  so  I 
agree  and  emphasize  with  you  there  has  to  be  within  the  welfare  legis- 
lation some  way  to  improve  this  failure  of  communication  as  you  de- 
scribe it,  in  matching  up  those  who  are  trained  with  those  jobs  that 
are  open  and  available  on  the  job  market. 

I  could  produce  a  number  of  people  on  welfare  who  could  testify 
to  this  failure  of  communications. 

Mr.  Burke.  Just  one  final  question.  Do  you  believe  that  today  there 
is  too  much  emphasis  placed  on,  say,  degrees  in  colleges  and  the  neces- 
sity of  master  degrees  and  Ph.  D.'s  and  do  you  believe  there  is  almost 
a  snobbish  attitude  on  the  part  of  some  people  that  vocational  train- 
ing should  not  be  given  the  emphasis  I  think  it  should  have  for  many 
of  these  positions  ? 

I  know  in  one  of  my  cities  they  have  just  completed  the  construc- 
tion of  a  vocational  high  school  that  is  training  many  of  these  young- 
sters who  wouldn't  have  the  capacity,  say,  to  go  on  to  college  and 
secure  degrees,  but  they  are  very  adept  with  their  hands  and  they  are 
mechanically  inclined.  These  youngsters  find  out  by  going  through 
high  school  when  they  get  into  the  second  or  third  year  of  high  that 
they  are  not  going  to  go  on  to  college.  They  have  no  desire  to  go  on  to 
college.  And  there  is  almost  a  lack  of  direction  given  to  these  young- 
sters, and  I  don't  want  to  be  critical  of  the  guidance  counselor,  but 
many  of  these  youngsters,  I  believe,  if  they  were  interviewed  at  that 
time,  the  high  schools  could  find  out  that  they  have  talents  in  other 
directions,  and  I  feel  that  they  not  only  should  have  vocational  high 
schools  in  any  city  over  50,000  but  I  think  they  should  have  further 
education  to  go  on  beyond  that,  so  that  they  could  be  given,  say,  an 
associate  degree  or  expression  on  the  part  of  the  educational  commu- 
nity that  there  is  a  dignity  attached  to  this.  I  think  that  part  of  our 
problem — I  don't  know  whether  you  agree  with  me  or  notr— is  that  we 
have  lost  many  of  these  youngsters  who  drop  out.  If  someone  had  given 
them  a  little  bit  of  attention  at  that  time  and  found  out  that  they  had 
talents  that  could  be  directed  under  these  vocational  training  programs 
they  could  prove  to  be  very  worthy  citizens. 

I  don't  know  in  Detroit  whether  you  have  vocational  high  schools 
or  not. 

Mr.  Conyers.  We  do.  We  do  have  vocational  programs,  and  you 
raise  a  subject,  of  course,  which  would  lead  us  into  an  inquiry  into 
the  abilities  of  our  public  school  systems  to  not  only  prepare  our  young 
men  and  women  who  do  not  go  on  to  higher  education  but  the  ones 
that  do. 

We  have  received  some  rather  dismal  reports  generally,  and  I  know 
the  problem  is  a  very  serious  one  in  Detroit  with  reference  to  the 
quality  of  training  and  teaching  in  the  public  school  system  them- 
selves. 
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Now,  I  certainly  agree  that  there  are  vocations,  there  are  now  the 
skills  that  all  too  frequently  you  need  special  training  for,  sometimes 
as  many  years  as  others  who  train  to  go  to  college,  and  they  are  quite 
rewarding. 

If  I  may  speak  pointedly  to  the  problems  in  the  black  community, 
there  is  one  statistic  in  which  we  find  that  there  are  far  more  college 
people  than  there  are  skilled  craftsmen  in  black  America  and  we  also 
find  that  the  skilled  craftsmen  are  rewarded  and  compensated  gen- 
erally on  a  much  higher  level  than  those  who  are  working  with  degrees. 

So  I  quite  agree  that  there  has  to  be  a  great  deal  of  emphasis  on  this 
problem  of  vocational  training.  It  has  been  sorely  neglected. 

But  I  think  if  we  really  inquire  into  the  entire  education  of  our 
youngsters  in  the  public  school  systems  of  America  we  would  also  find 
we  have  to  do  more  academically  even  for  those  that  do  go  on  to  college. 
It  is  a  double-barreled  problem,  but  I  agree  with  you  that  there  has 
been  a  tendency  to  neglect  or  minimize  or  at  least  downgrade  those 
who,  after  all,  are  the  majority  of  youngsters  that  really  aren't  going 
on  any  further  than  perhaps  a  high  school  education  in  terms  of 
formal  training. 

Mr.  Burke.  Thank  you  very  much. 

That  is  all,  Mr.  Chairman. 

The  Chairman.  Any  further  questions? 

If  not,  again  we  thank  you  very  much  for  coming  to  the  committee. 
Mr.  Conyers.  Thank  you. 

The  Chairman.  Our  next  witness  is  our  colleague  from  New  York, 
Mr.  Scheuer. 
Mr.  Scheuer? 

Our  next  witness  is  our  colleague  from  California,  the  Honorable 
Jerry  L.  Pettis. 

We  appreciate  your  being  with  us.  You  are  recognized. 
Mr.  Corman.  Mr.  Chairman? 
The  Chairman.  Yes,  Mr.  Corman. 

Mr.  Corman.  If  I  may,  Mr.  Chairman,  I  would  like  to  welcome  my 
fellow  Californian  to  the  committee.  I  am  sure  he  will  contribute  to 
our  deliberations.  I  am  pleased  he  is  with  us. 

STATEMENT  OF  HON.  JERRY  L.  PETTIS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  CALIFORNIA ;  ACCOMPANIED  BY 
KAYE  McMURRAY,  EXECUTIVE  ADMINISTRATOR,  AIR  LINE 
PILOTS  ASSOCIATION 

Mr.  Pettis.  Thank  you,  Mr.  Chairman. 

Thank  you,  Mr.  Corman.  I  appreciate  those  kind  words. 

I  wish  to  express  my  appreciation  this  morning  for  the  opportunity 
to  come  before  the  committee  to  testify  in  support  of  my  bill,  H.R. 
313,  on  the  subject  generally  of  social  security.  In  essence,  this  pro- 
posed legislation  would  permit  certain  individuals  who  are  forced  to 
retire  at  age  60  under  Federal  regulations  to  continue  to  pay  social 
security  taxes  and  receive  appropriate  benefit  credit  for  those  pay- 
ments until  they  reach  65,  when  full  social  security  benefits  are 
presently  payable. 

My  statement  will  be  brief  and  to  the  point.  However,  I  have  in- 
vited the  executive  administrator  of  the  Air  Line  Pilots  Association, 
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Mr.  Kaye  McMurray,  to  be  here  with  me  today  to  assist  me  in  answer- 
ing any  questions  which  you  or  any  of  the  other  distinguished  com- 
mittee members  might  have  concerning  my  bill. 

The  Chairman.  We  are  delighted  to  have  you  with  us. 

Mr.  McMurray.  Thank  you. 

Mr.  Pettis.  Mr.  McMurray  is  very  familiar  with  the  problem  and 
this  problem  arose  after  I  left  the  cockpit  as  an  airline  pilot. 

Basically,  it  is  a  simple  piece  of  legislation  with  a  single  specific 
purpose.  Its  aim  is  to  eliminate  what  I  believe  to  be  an  obvious,  glar- 
ing injustice  to  thousands  of  this  Nation's  airline  pilots.  They  are 
caught  now  in  a  situation  completely  beyond  their  control  because 
one  Federal  regulation,  that  of  the  Federal  Aviation  Administration, 
requires  that  they  retire  at  age  60  while  another  Federal  law,  that 
of  the  Social  Security  Administration,  requires  that  they  wait  until 
age  65  to  receive  lower  benefits  of  social  security. 

This  is  doubtlessly  one  of  those  unmeaning  inequities  caused  by 
overlapping  Federal  regulations  but  it  is  a  burdensome  oversight  none- 
theless. To  my  knowledge,  and  I  may  be  wrong  in  this,  the  air  line 
pilots  are  the  only  workers  who  are,  collectively,  so  victimized  by 
such  a  legal  caprice.  And  it  is  my  sincere  wish  that  this  committee  will 
see  fit  to  correct  it  by  eliminating  this  5-year  limbo  of  uncertainty 
hanging  over  a  group  of  men  who  work  with  great  dedication  under 
extreme  burdens  of  responsibility.  Incidentally,  the  FAA  also  con- 
trols the  medical  and  disability  retirements  of  pilots  as  part  of  its 
normal  jurisdiction. 

It  is  currently  estimated  that  some  4,000  members  of  the  Air  Line 
Pilots  Association  will  reach  age  60  in  the  next  10  years.  Because  they 
are  caught  in  this  intolerable  situation,  many  of  these  men,  perhaps 
a  majority,  will  continue  working  in  some  related  field.  But  the  pilot 
who  cannot,  or  does  not  wish  to,  continue  working  should  have  the 
right  to  immediate  payments  of  his  social  security  benefits  upon  his 
forced  retirement  as  a  pilot. 

Today  the  technology  of  flying  aircraft  which  is  becoming  increas- 
ingly complex  is  such  that  these  individuals  have  to  be  virtually  high- 
ly trained  scientists.  And  airlines  are  experiencing  a  shortage  of  quali- 
fied applicants  for  this  vital  and  extremely  demanding  profession.  I 
personally  think  the  least  we  can  do  is  to  give  them  a  fair  break  at  re- 
tirement. For  many  years,  social  security  has  been  promoted  as  the 
best  insurance  a  man  can  buy.  If  that  is  so,  then  it  should  be  as  good 
for  pilots  as  for  others. 

I  will  close  with  the  hope  that  the  committee  will  look  favorably 
on  this  suggestion. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  We  appreciate  very  much,  Mr.  Pettis,  your  bring- 
ing to  the  attention  of  the  committee  your  bill,  H.R.  313,  and  explain- 
ing to  us  its  purposes  and  objectives. 

We  appreciate  your  being  along  Mr.  McMurray. 

Mr.  McMurray.  Thank  you. 

The  Chairman.  Any  questions  of  these  gentlemen  ? 

Mr.  Vanik.  Mr.  Chairman,  I  just  want  to  call  to  Mr.  Pettis'  atten- 
tion that  this  is  the  same  sort  of  problem  that  was  directed  to  us  yes- 
terday by  the  steelworkers.  They  have  some  retirement  plans  that 
make  members  eligible  for  retirement  at  a  much  earlier  age  and  they 
raised  the  same  probjem. 
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The  problem  is  one  of  reducing  the  social  security  eligibility  because 
of  another  job  intervention.  I  was  just  wondering  if  between  these  two 
positions  we  couldn't  reconcile  some  common  ground.  I  will  direct 
your  attention  to  that.  That  testimony  was  given  yesterday  and  is 
available  here. 

Mr.  Pettis.  Eight. 

May  I  make  this  observation,  Mr.  Chairman,  in  response  to  the  gen- 
tleman— there  is  one  difference  here  and  that  is  that  with  the  steel- 
workers  it  is  an  elective  proposition  where  the  airline  pilots  have  no 
election.  They  were  forced  out  of  their  jobs  by  Government  regulation. 

Now,  I  have  no  quarrel  with  the  concept  of  the  steelworkers,  be  as- 
sured of  that,  and  if  some  kind  of  correlation  can  be  brought  about 
here  I  think  it  would  probably  be  a  good  thing. 

Mr.  Vanik.  I  thank  the  gentleman. 

I  have  no  further  questions,  Mr.  Chairman. 

The  Chairman.  Any  further  questions  ? 

If  not,  again  we  thank  both  of  you  for  coming  to  the  committee. 

Mr.  McMurray.  Thank  you. 

Mr.  Pettis.  Thank  you,  Mr.  Chairman. 

The  Chairman.  The  next  witness  is  the  Honorable  Thaddeus  J. 
Dulski  from  the  State  of  New  York.  Mr.  Dulski,  we  welcome  you  to 
the  committee. 

STATEMENT  OF  HON.  THADDEUS  J.  DULSKI,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Dulski.  Mr.  Chairman  and  members  of  the  committee,  I  appre- 
ciate very  much  this  opportunity  to  discuss  with  you  my  views  on 
social  security  and  I  commend  you  for  scheduling  these  hearings  on 
this  important  matter. 

Very  frankly,  there  is  no  subject,  including  the  struggle  in  Vietnam, 
on  which  I  receive  more  mail  and  about  which  I  am  asked  more  ques- 
tions when  I  meet  with  my  constituents  on  my  weekend  visits  to  my 
district. 

In  brief,  I  am  convinced  that  a  15-percent  across-the-board  increase 
in  benefits  is  essential  now.  And,  at  the  same  time,  I  believe  that  we 
must  install  an  automatic  system  for  making  adjustments  when  justi- 
fied by  increases  in  the  cost  of  living. 

I  have  one  other  thought  on  social  security — this  deals  with  financ- 
ing— which  I  would  like  to  share  with  you. 

There  are  inequities  in  the  present  system  and,  much  as  we  try,  I 
am  not  sure  if  we  can  ever  cure  all  of  them. 

However,  I  am  convinced  that  the  time  is  approaching — if  indeed  it 
isn't  already  here — when  we  must  finance  some  of  the  benefits  from  the 
general  Federal  Treasury,  instead  of  relying  entirely  upon  the  revenue 
from  payments  by  employees  and  employers. 

Social  security  deductions  from  worker's  pay  already  are  just  about 
at  the  limit.  The  average  worker  can't  afford  any  more.  There  is,  of 
course,  the  matching  contribution  by  employers. 

The  rate  already  has  reached  4.8  percent  each  for  both  the  employee 
and  the  employer  and  will  go  up  with  each  increase  in  benefits. 

In  addition  to  having  this  deduction  taken  from  his  salary,  more 
and  more  employees  are  helping  to  pay  the  living  expenses  for  their 
parents  because  social  security  benefits  for  their  elders  are  insufficient. 
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Indeed,  some  even  have  to  help  support  their  grandparents  and  other 
close  relatives. 

Thus,  in  talking  about  the  very  obvious  need  for  an  increase  in  bene- 
fits for  our  senior  citizens  to  make  them  self-supporting,  we  must  also 
keep  in  mind  that  we  cannot  continue  burdening  our  young  people 
with  increased  deductions  that  make  it  more  and  more  difficult  to  take 
care  of  their  own  families. 

The  only  answer,  it  seems  to  me,  is  to  pay  a  share  of  the  cost  of 
social  security  benefits  from  the  General  Treasury  instead  of  depending 
entirely  upon  payroll  deductions. 

It  must  be  remembered  that  in  social  security,  neither  the  eligibility 
nor  the  amount  of  benefits  bears  any  relationship  to  past  income.  In- 
flation escalates  the  need  for  benefits,  a  factor  over  which  our  senior 
citizens  have  no  control. 

Our  present  social  security  system  is  based  upon  a  right  to  benefits 
established  by  payroll  deductions  while  a  person  is  working. 

It  is  also  necessary  that  we  take  into  account  the  basic  needs  of  our 
senior  citizens  in  today's  economy.  Then,  add  to  this  the  wage-related — 
contributory — record  of  the  individual  in  coming  up  with  the  scale  of 
benefits. 

Where  this  total  exceeds  the  ratio  of  contributions  from  the  original 
wage  earner,  the  difference  should  be  made  up  by  contributions  from 
the  General  Treasury  instead  of  putting  additional  burdens  on  current 
wage  earners  through  increased  payroll  contributions. 

As  for  my  proposal  for  a  15-percent  increase  in  social  security  bene- 
fits, this  represents  an  upward  revision  of  my  view  from  last  spring 
when  I  proposed  only  a  10-percent  increase. 

It  is  clear  to  me  now  that  a  10-percent  increase  will  not  be  sufficient 
to  provide  reasonably  for  our  senior  citizens  on  their  fixed  incomes  in 
today's  economy.  The  increase  should  be  no  less  than  15  percent  and 
the  minimum  payment  should  be  raised  from  the  present  $55  a  month 
to  $80  a  month. 

The  steady  increase  in  the  cost  of  living  affects  all  of  us,  of  course, 
but  it  particularly  pinches  our  senior  citizens  who  are  living  on  fixed 
incomes.  The  only  practical  answer,  in  my  view,  is  to  install  an  auto- 
matic adjustment  of  benefits  when  the  cost  of  living  has  moved  up  3 
percent  or  higher. 

Mr.  Chairman,  there  is  broad  interest  across  the  country  in  your 
current  hearings  and  I  am  confident  that  you  and  your  committee  will 
respond  to  the  urgent  plea  in  behalf  of  our  senior  citizens. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  for  your  statement,  sir.  Are  there  any 
questions  ?  Thank  you  again. 

Our  next  witness  is  the  Honorable  Robert  H.  Mollohan  from  West 
Virginia.  We  are  glad  to  have  you  with  us  and  if  you  will  identify 
yourself  for  the  record,  we  will  be  glad  to  recognize  you,  sir. 

STATEMENT  OF  HON.  ROBERT  H.  MOLLOHAN,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  WEST  VIRGINIA 

Mr.  Mollohan.  Mr.  Chairman  and  members  of  the  committee,  I 
am  indeed  grateful  for  the  opportunity  to  be  with  you  today. 
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There  are  more  than  20,000  men  and  women  in  my  congressional 
district  receiving  some  form  of  social  security  benefits.  Since  January, 
I  have  received  more  than  250  letters  from  constituents  asking  inter- 
cession with  the  Social  Security  Administration  on  their  behalf,  and 
another  500  letters  requesting  us  to  enact  various  amendments  to  the 
Social  Security  Act.  It  is  not  unfair  to  say  that  the  full  time  of  at  least 
one  staff  assistant  in  nearly  every  Member's  office  is  devoted  to  matters 
related  to  social  security. 

There  are  several  issues  that  confront  us  today  within  the  social  se- 
curity system  and  we  must  face  them  squarely  in  the  next  years  if  we 
are  to  honor  the  trust  imposed  upon  us  by  our  constituents. 

First,  of  course,  we  desperately  need  an  increase  across-the-board  of 
no  less  than  15  percent  and  we  should  raise  the  earnings  limitation  from 
$1,680  to  a  more  realistic  figure  such  as  $3,500  or  $3,600.  Likewise,  the 
reduction  in  the  benefits  clause  affecting  those  who  receive  both  work- 
men's compensation  and  disability  benefits  under  the  Social  Security 
Act  should  be  repealed  so  that  recipients  may  receive  the  full  benefit 
from  both  sources. 

I  sincerely  hope  that  the  legislation  you  report  to  the  floor  will  con- 
tain these  features.  But,  I  think  we  must  cover  more  than  just  the 
immediate  problems  in  this  legislation. 

I  think  we  must  examine  the  goals  and  methods  of  the  system  itself. 
We  have  for  many  years  relied  upon  our  social  security  system  as  the 
bulk  of  creditable  and  satisfactory  retirement  system  for  the  average 
American,  but  we  can  see  in  the  volume  of  mail  we  received  and  the 
mounting  poverty  statistics  relating  to  the  elderly,  that  the  social  se- 
curity system  is  neither  creditable  nor  satisfactory. 

It  is  apparent  to  most  of  us  that  we  in  the  Congress  have  allowed  the 
standards  and  the  costs  of  two  decades  ago  to  become  the  criteria  for 
the  problems  of  the  elderly  of  today.  Our  first  challenge  then  is  to  com- 
mit ourselves  and  the  Congress  to  bringing  the  benefits  of  the  social 
security  system  in  line  with  the  needs  and  the  expectations  of  today. 

One  of  the  biggest  obstacles  to  achieving  this  goal  is  the  financing  of 
a  truly  comprehensive  social  security  system.  We  have  two  alternatives 
open  at  this  time ;  one,  to  make  better  investments  with  the  social  secu- 
rity funds,  and  the  other,  to  find  additional  methods  of  financing  the 
fund.  In  my  judgment,  we  are  better  advised  to  attempt  to  earn  more 
return  on  the  investment  of  the  fund.  Rather  than  invest  in  Govern- 
ment bonds  which  command  the  lowest  market  rates  and  barely  keep 
pace  with  the  rate  of  inflation,  we  should  seek  another  avenue  of  fed- 
erally guaranteed  investment. 

One  area  is  housing.  Here  we  have  for  a  good  many  years  guaran- 
teed loans  which  private  institutions  made  to  encourage  construction, 
and  we  have  done  so  at  very  little  risk  and  at  great  profit  to  the  Nation. 

At  the  same  time,  we  would  greatly  aid  the  fulfillment  of  another 
crucial  domestic  priority,  that  of  housing.  We  are  all  acquainted  with 
the  detrimental  effect  of  increased  interest  on  housing  starts.  In  effect, 
the  situation  in  the  money  market  has  made  housing  the  most  vulner- 
able industry  in  the  Nation.  The  infusion  of  social  security  funds  into 
the  housing  market  would  not  only  provide  a  substantially  higher  re- 
turn on  social  security  funds,  but  it  would  add  a  great  deal  of  stability 
to  housing  construction,  thus  helping  to  solve  two  problems  at  the 
same  time. 
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If,  however,  we  cannot  make  sufficient  progress  by  increases  in  the 
return  on  our  investment,  we  will  be  forced  to  further  burden  the  av- 
erage wage  earner  or  to  look  outside  the  present  funding  structure  to 
direct  appropriations  to  fulfill  our  commitments.  I  would  hope  this  is 
not  necessary,  but  I  would  prefer  to  do  that  rather  than  allow  our 
commitments  to  older  Americans  to  go  unfilled. 

The  President,  in  a  message  to  the  Congress,  called,  for  a  cost  of 
living  increase  and  I  think  this  is  a  very  good  proposal  if  it  is  enacted 
simultaneously  with  an  increase  to  bring  social  security  payments  in 
line  with  today's  standard  of  living  rather  than  that  which  is  presently 
in  effect. 

In  summary,  if  the  social  security  system  is  to  be  an  effective  device, 
it  must  meet  the  actual  needs  of  senior  citizens  rather  than  allowing  5 
million  elderly  Americans  to  live  in  poverty  after  many  years  of  con- 
tribution to  the  community  and  the  Nation. 

What  our  Nation  is  today  is  the  result  largely  of  the  efforts  of  the 
older  generation  and  it  is  grossly  unjust  to  provide  so  little  in  the  vray 
of  a  retirement  for  them. 

We  should  honor  our  conimitment  to  this  generation  now, 

The  C*tt AT"R"vr a~n".  Thank  you  for  your  statement.  If  there  are  no  ques- 
tions, we  appreciate  your  being  with  us  today. 

Air.  Mollohax.  Thank  you,  sir. 

The  C tt att? wan".  TTe  are  glad  to  have  with  us  today  the  Honorable 
Tom  Bevill  from  the  State  of  Alabama.  Please  identify  yourself  for 
the  record,  if  you  will,  sir. 

STATEMENT  OF  HON.  TOM  BEVILL,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  ALABAMA 

Mr.  Bevtll.  Mr.  Chairman,  distinguished  members  of  the  jommittee. 
I  appreciate  the  opportunitv  vou  have  given  me  to  set  forth  mv  views 
in  support  of  my  bills.  H.R.  123.  H.E.  124,  and  H.E.  125. 

My  remarks  are  divided  into  three  separate  sections. 

H.E.  123 

As  you  know,  Mr.  Chairman,  this  bill  would  amend  title  II  of  the 
Social  Security  Act  to  provide  that  a  woman  otherwise  qualified  may 
become  entitled  to  receive  widows'  insurance  benefits,  specially  reduced, 
at  age  35  while  retaining  her  right  to  receive  regular  widows'  insurance 
benefits  upon  attaining  the  presently  required  age. 

Mr.  Chairman,  this  bill  is  designed  to  meet  a  most  important,  long- 
neglected  need.  As  the  law  now  stands,  widows  who  have  no  dependent 
children  or  whose  children  are  past  age  18,  cannot  receive  widows'  in- 
surance benefits  until  she  reaches  60. 

This  leaves  many  widows  with  virtually  no  income  at  a  time  when 
the  need  is  greatest. 

My  files  contain  hundreds  of  letters  from  women  who  fall  into  this 
category:  many  are  in  dire  need  of  financial  assistance.  Often,  it  is 
extremely  difficult  for  widows  to  obtain  employment  and  without  social 
security  benefits,  they  often  have  no  income  at  all. 

I  feel  very  strongly  that  H.E.  123  is  vital  to  the  welfare  of  many  of 
our  citizens  and  I  urge  favorable  consideration  of  this  bill. 
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H.R.  124 

Mr.  Chairman,  H.R.  124  provides  that  a  recipient  of  social  security 
benefits  can  earn  up  to  $2,000  each  year  without  being  penalized  with 
regard  to  the  benefits  he  receives.  It  also  provides  a  25-percent  succes- 
sive annual  increase  in  all  benefits  payable  to  individuals  age  70  or  over, 
until  such  time  as  a  maximum  primary  benefit  of  $200  per  month  is 
realized  by  the  recipient. 

Inflation  continues  to  place  an  almost  unbearable  economic  burden 
on  our  elderly  and  retired  citizens.  The  cost  of  living  has  skyrocketed 
since  the  last  increase  in  social  security  benefits  and  is  putting  an  enor- 
mous strain  on  the  ability  of  these  citizens  to  maintain  a  decent  stand- 
ard of  living. 

I  feel  there  is  a  great  need  for  this  proposed  increase ;  I  believe  this 
bill  will  go  a  long  way  toward  meeting  the  economic  needs  of  our 
elderly  citizens. 

H.R.    12  5 

Mr.  Chairman,  this  bill  would  amend  title  II  of  the  Social  Security 
Act  to  provide  disability  insurance  benefits  for  any  individual  who  is 
blind  and  has  at  least  six  quarters  of  coverage. 

There  are  in  this  country  today  nearly  one-half  million  blind  per- 
sons. About  150,000  of  these  are  of  working  age.  Many  of  these  people 
are  able  to  work  and  do  work.  Others  find  it  impossible  to  find  employ- 
ment. 

We  have  a  clear  and  obvious  responsibility  to  assist  the  blind. 

Mr.  Chairman,  this  bill  will  liberalize  the  conditions  under  which 
blind  people  can  qualify  for  social  security. 

Its  enactment  will  provide  these  citizens  with  a  regular  source  of 
income  and  help  offset  some  of  the  economic  consequences  of  blindness. 

The  Chairman.  Thank  you  for  your  statement.  Are  there  any  ques- 
tions ?  If  not,  thank  you  again. 

We  have  with  us  today  Congressman  Robert  V.  Denney  from  Ne- 
braska. Thank  you  for  coming  to  the  committee  today.  You  may 
identify  yourself  for  the  record  and  proceed,  sir. 

STATEMENT  OF  HON.  ROBERT  V.  DENNEY,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEBRASKA 

Mr.  Denney.  Mr.  Chairman  and  members  of  the  committee,  on 
October  8,  1969,  I  joined  several  of  my  colleagues  in  the  introduction 
of  legislation  providing  for  a  10-percent  across-the-board  increase  in 
social  security  benefits. 

This  bill  is  known  as  H.R.  14239  and,  of  course,  was  referred  to  your 
committee.  This  proposal  is  identical  with  the  recommendations  of 
the  President  except  that  the  increased  benefits  would  become  effec- 
tive January  1, 1970,  rather  than  April  1, 1970. 

The  bill  provides  future  automatic  cost-of-living  increases.  This 
means  that  those  receiving  social  security  benefits  will  not  have  to 
wait  for  Congress  to  act  every  time  the  cost  of  living  increases. 

The  retirement  test  would  be  modified  to  permit  the  annual  exempt 
amount  of  earnings  to  rise  from  $1,680  to  $1,800.  Along  this  line,  I 
have  also  introduced  legislation  which  would  increase  this  figure  from 
the  present  total  of  $1,680  per  year  to  $3,000.  We  are  all  aware  that 
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many  social  security  recipients  are  receiving  benefits  far  too  low  to 
meet  the  basic  cost  "of  living.  There  are  those  in  this  group  who  are 
both  willing  and  able  to  work.  If  we  were  to  raise  the  limit  to  $3,000, 
which  would  permit  earnings  at  a  rate  of  $250  per  month,  we  would 
be  paving  the  way  for  these  people  to  help  keep  themselves  out  of 
the  lowest  income  groups. 

Under  H.R.  14239,  the  taxable  earnings  base  would  be  increased 
from  $7,800  to  $9,000  in  1972.  Changes  in  contribution  schedules  would 
remove  the  present  deficit  in  the  health  insurance  fund  and  at  the  same 
time  reduce  total  OASDI  taxes  below  the  level  scheduled  under  pres- 
ent legislation  between  the  years  1971  and  1976.  Increased  benefits  for 
widows  and  widowers  are  also  provided  in  this  legislation. 

I  feel,  as  do  many  other  Congressmen,  that  these  changes  are  over- 
due and  in  the  best  interest  of  the  country. 

The  Chairman.  Are  there  any  questions?  If  not,  we  appreciate  your 
statement  here  today. 

Mr.  Dennet.  Thank  you. 

The  Chairman.  Our  next  witness  is  Mr.  Ginsberg. 
Mr.  Ginsberg,  all  of  us  know  who  you  are,  but  for  purposes  of  our 
record,  we  would  appreciate  your  identifying  yourself. 

STATEMENT  OF  MITCHELL  I.  GINSBERG,  ADMINISTRATOR,  CITY 
OF  NEW  YORK  HUMAN  RESOURCES  ADMINISTRATION,  AND  ALSO 
IN  BEHALF  OF  NATIONAL  LEAGUE  OF  CITIES;  ACCOMPANIED  BY 
JACK  R.  GOLDBERG,  COMMISSIONER  OF  SOCIAL  SERVICES 

Mr.  Ginsberg.  Thank  you,  Mr.  Chairman. 

I  am  Mitchell  I.  Ginsberg,  formerly  New  York  City  commissioner 
of  social  services  and  now  administrator  of  the  city's  human  resources 
administration,  which  is  responsible  for  welfare,  manpower,  commu- 
nity action,  youth  and  addiction  programs.  Commissioner  Jack  R. 
Goldberg,  the  present  commissioner  of  social  services,  is  here  also  and 
will  participate  in  responding  to  questions. 

The  Chairman.  We  appreciate  having  both  of  you  with  use. 

Mr.  Ginsberg.  Thank  you.  We  are  glad  to  be  here. 

We  are  this  morning  representing  Mayor  John  Lindsay  of  the  city 
of  New  York  and  also  the  National  League  of  Cities.  Our  specific 
illustrations  will  be  drawn  from  the  New  York  City  situation,  but  our 
basic  testimony  deals  with  welfare  as  a  national  problem. 

We  welcome  the  opportunity  to  testify,  particularly  in  view  of  the 
fact  that  New  York  City  has  an  enormous  welfare  burden  both  in 
terms  of  the  number  of  people  on  welfare  and  the  costs  of  the  program. 
In  addition,  we  believe  that  in  New  York  we  have  experimented  and 
pioneered  with  a  number  of  the  changes  which  are  being  proposed  in 
this  legislation. 

The  mayor  and  all  of  us  in  the  city  are  deeply  gratified  by  the  action 
of  the  administration  in  giving  welfare  reform  such  high  priority 
in  the  domestic  program.  We  feel  this  is  a  long  overdue  step. 

We  believe  there  are  a  number  of  significant  items  in  this  legislation 
which  represent  progress  and  should  be  supported.  There  is  the  con- 
cept of  national  minimum  standards  which,  one,  specifically  helps 
poor  people  in  some  of  the  States ;  two,  establishes  the  principle  that 
there  should  be  a  national  standard,  and  three,  makes  at  least  a  begin- 
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ning  toward  narrowing  the  gap  between  welfare  payments  in  different 
States,  although,  as  we  will  say  later,  it  doesn't  go  far  enough  in  that 
direction. 

We  applaud  the  whole  concept  of  coverage  of  the  working  poor,  re- 
moving one  of  the  major  limitations  of  the  existing  system.  This  does 
move  toward  reducing  a  basic  inequity  and  should  have  some  effect 
in  preventing  what  does  sometimes  happen:  fathers  deserting  their 
families  so  that  they  can  receive  more  aid.  This  is  a  program,  in- 
cidentally, in  effect  in  New  York  State. 

In  the  same  manner,  we  support  strongly  the  notion  of  compulsory 
coverage  for  the  so-called  intact  family  where  there  is  an  unemployed 
father.  Despite  the  fact  that  there  is  legislation  making  this  optional, 
only  about  half  of  the  States  have  actually  taken  advantage  of  it. 

And  we  support  fully  the  fact  that  the  bill  at  least  makes  possible 
the  beginning  of  a  national  administration  of  the  income  maintenance 
program.  Unfortunately,  in  this  case,  as  in  many  others,  it  does  not  go 
far  enough  and  we  would  like  to  comment  briefly  on  that  later  on. 

Let  me  point  out  at  the  beginning  what  we  see  as  two  kinds  of  over- 
all dangers  in  the  proposal  and  then  some  specific  limitations.  Then 
I  would  like  ito  make  a  few  recommendations. 

In  the  first  place,  of  course,  this  bill  as  proposed  does  nothing  for 
the  poor  people  of  New  York  State,  New  York  City,  and  a  number 
of  the  other  urban  States  and  cities,  and  does  very  little  for  its  tax- 
payers and  for  those  who  bear  the  enormous  costs  of  these  programs. 
That  poses  a  real  danger.  With  no  relief  for  resentful  taxpayers  and 
no  freed  local  funds  to  relieve  basic  problems  in  education  and  health, 
there  will  be  no  support  for  or  incentive  to  any  State  of  this  order 
to  improve  its  welfare  program.  The  danger  lies  that  States  indeed 
will  not  continue  to  make  some  of  the  improvements  that  are  so 
desperately  needed.  There  is  the  danger  not  only  of  no  improvement 
but  actually  over  a  period  of  time  of  a  setback. 

Then,  secondly,  we  are  concerned  with  the  danger  that  this  bill  will 
be  passed  on  the  oasis  of  what  it  says  it  includes  rather  than  what  it 
does  include.  By  that,  I  mean  the  very  strong  emphasis  that  is  given  to 
providing  work  and  thus  geting  people  off  the  welfare  rolls. 

Let  me  make  it  clear  that  in  New  York  we  support  the  notion  that 
people  who  are  able  and  could  work,  should,  particularly  men,  and 
we  will  talk  more  about  that.  But  this  bill  simply  will  not  operate  in 
a  fashion  so  that  substantial  numbers  of  people  will  end  up  off  wel- 
fare. The  net  result  of  this  bill  is  bound  to  be  a  substantial  increase, 
perhaps  indeed  a  doubling,  of  the  number  of  people  actually  on  wel- 
fare. We  believe  that  is  appropriate  because  it  is  necessary.  But  it 
seems  to  us  most  inadvisable  that  Congress  or  anybody  else  should 
act  on  a  notion  that  the  bill  will  do  something  that  it  will  not  do.  What 
we  fear  is  what  has  happened  in  the  past.  In  1962,  changes  in  the 
welfare  legislation  were  sold  to  Congress  on  the  basis  that  if  you 
only  provided  certain  services,  welfare  rolls  would  go  down.  We  all 
know  you  did  provide  the  services  and  the  welfare  rolls  did  not  go 
down  and  there  was  no  reason  to  expect  that  they  would. 

I  would  simply  suggest  to  you  that  that  same  danger  is  here  with 
respect  to  work  because  whatever  you  put  in  this  bill,  the  truth  of  the 
matter  is  in  this  country  there  will  remain  millions  of  people  who  will 
simply  not  be  able  to  work,  who  will  need  some  decent  form  of  income 
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maintenance,  and  there  will  be  millions  and  millions  of  others  for 
whom  work  at  best  is  a  long-term  project. 

In  that  sense,  we  welcome  the  position  taken  by  the  Heineman 
Commission  in  the  report  that  is  in  the  press  today.  I  think  they  make 
exactly  the  same  point. 

Now,  on  some  of  the  specifics.  Obviously,  we  feel  that  the  $1,600 
level  is  too  low,  ]ess  than  half  the  poverty  line  in  the  country.  It  will 
specifically  help  people  by  1971  in  our  judgment  only  in  four  or  five 
States  because  by  that  time  all  the  others  will  have  gone  above  this 
point.  It  does  nothing  to  take  care  of  the  constant  increase  in  cost  of 
living. 

Secondly,  it  does  not  do  anything  at  all  for  single  persons  and  adult 
couples  without  children.  These  people  are  just  as  needy.  They  are  just 
as  deserving.  But  there  is  nothing  in  this  that  helps  them  at  all. 
So,  we  simply  have  another  illustration  of  the  continuation  of  a  cate- 
gorical system  that  by  everybody's  judgment  over  these  many  years 
has  not  worked. 

As  I  have  indicated  before,  the  States  with  the  biggest  burden, 
the  heaviest  cost,  and  trying  their  best  to  do  the  most  adequate  job  in 
welfare,  receive  by  far  the  least  benefits.  New  York  City,  with  ap- 
proximately 11  percent  of  the  welfare  load  and  more  than  that  of  the 
welfare  cost,  stands  under  the  present  bill  to  receive  1  percent  of  the 
increase — a  maximum  of  $40  million  out  of  a  bill  that  is  estimated 
to  cost  at  least  $4  billion,  and  in  my  judgment  will  cost  substantially 
more. 

Then  there  is  the  work  requirement  for  mothers.  We  are  opposed 
to  that  notion  because  we  think  it  is  unfair,  it  is  unworkable,  and 
it  is  unnecessary,  not  because  we  believe  mothers  should  not  work. 
It  happens  to  be  that  we  think  in  most  cases  both  the  mothers  and 
kids  are  better  off  if  the  mother  does  work.  But  we  don't  think  the 
principle  of  forcing  them  makes  sense.  Mothers  on  welfare  should 
have  the  same  right  that  all  other  mothers  have  to  decide  whether  it 
is  best  for  them  and  their  children  that  they  go  to  work.  It  is  un- 
workable because  there  simply  is  no  administrative  way  of  enforcing 
it.  To  suggest  that  mothers  will  be  taken  off  welfare  and  kids  will 
continue  to  be  supported  flies  in  the  face  of  actual  experience. 
The  net  result  of  such  an  action,  Mr.  Chairman,  would  undoubt- 
edly be  to  reduce  the  payments  to  the  kids  because  no  one  is  going 
to  have  a  situation  where  the  mother  starves.  She  will  obviously 
take  a  part  of  the  money  that  is  continued  to  be  given  to  the  kids. 
The  work  requirement  is  also  unnecessary  because  it  is  so  clear  that 
there  are  many  more  mothers  now  on  welfare  who  volunteer  to  work, 
who  want  to  work,  than  the  number  of  training  placements  available, 
the  number  of  jobs  available,  and  the  amount  of  day  care  available.  At 
the  most  conservative  of  estimates  in  New  York  City  alone  50,000  to 
60,000  mothers  would  today  be  prepared  to  seek  employment  and  train- 
ing opportunities  were  there  day  care  available,  and  we  don't  have  the 
resources,  nor  is  there  anything  in  the  bill  that  would  provide  even 
for  a  fraction  of  that  number. 

So  we  urge  that  that  provision  not  be  included  in  the  bill. 

We  would  also  hope  that  there  would  be  a  requirement  that  States 
supplement  the  working  poor  because  that  is  done  in  some  States 
now,  as  New  York.  If  you  do  not  do  that,  you  are  exposing  this 
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whole  program  to  a  danger  that  people  who  are  working  will  end 
up  receiving  less  money  than  people  who  are  not  working. 

With  respect  to  recommendations,  let  me  make  some  very  brief 
and  specific  ones. 

We  strongly  believe  that  welfare  is  a  national  problem.  The  bill 
makes  a  start  toward  national  solutions.  But  we  would  urge  that  the 
leglation  includes  steps  at  least  on  a  staging  basis  for  full  assumption 
by  the  Federal  Government  of  the  total  costs  of  income  maintenance. 
There  are  a  variety  of  formulas  to  achieve  this. 

One  is  simply  to  include  a  matching  formula  for  family  assistance- 
above  the  $1,600.  After  all,  the  bill  does  establish  that  principle  for 
the  adult  categories  and  it  would  be  a  simple  matter  to  extend  the 
same  notion  to  the  family  assistance  program.  We,  in  New  York, 
as  others,  have  proposed  that  this  be  done  on  the  basis  of  matching 
50  percent  of  the  payments  above  the  basic  $1,600  minimum,  and  we 
would  indeed  urge  that  that  percentage  be  increased  10  percent  each 
year  so  that  by  approximately  5  years  the  Government  would  have 
assumed  100  percent  of  the  cost. 

Another  way  of  doing  this  is  to,  instead  of  saying  that  a  State  would 
not  have  to  pay  more  than  90  percent,  reduce  that  to  85  percent  and 
operate  from  a  fixed  base  rather  than,  as  I  understand  this  bill  to  be, 
from  a  floating  base.  The  net  result  of  the  floating  base  as  proposed  in 
this  bill  for  New  York  and  for  many  other  States  is  that  within  a  year 
those  States  will  be  paying  substantially  more  than  they  are  paying 
now  just  because  of  the  basic  increases  that  come  in  this  program.  The 
bill's  formula  provides  such  limited  assistance  that  these  States  will 
still  be  faced  with  a  substantial  increase  in  costs. 

So  we  would  urge  a  fixed  base  from  which  to  operate,  and  at  least 
not  more  than  85  percent  of  current  State  costs  the  first  year,  with  a 
reduction  in  that  percentage  each  year  until  hopefully  in  5  years  the 
entire  program  would  have  been  taken  over. 

We  would  also  urge  mandatory  Federal  administration  of  the  in- 
come maintenance  program.  We  understand  there  are  differences  of 
opinion  about  this.  The  bill  itself  proposes  that  this  be  provided  on 
an  optional  basis.  If  that  is  done,  we  in  New  York  City  will  strongly 
urge  New  York  State  to  accept  that  option  on  the  very  first  day  that 
it  can  and  to  transfer  not  only  the  financing,  to  the  degree  that  that  is 
possible,  but  the  administration  of  the  income  maintenance  program. 
It  is  inefficient  and  makes  no  sense  to  have  two  different  levels  of  gov- 
ernment, or  three  as  we  have  now,  operating  this  program.  If  it 
goes  in  the  direction  the  administration  bill  proposes,  you  may  well 
be  faced  with  clients  receiving  checks  from  two  different  sources  and 
indeed  having  eligibility  check  by  two  different  groups. 

Aside  from  the  obvious  discrepancies  that  can  develop  in  such  a 
system  from  a  standpoint  of  sheer  efficiency  and  economy  of  adminis- 
tration, there  simply  is  no  reason  for  that  kind  of  administration. 
This  program  could  be  taken  over  and  administered  by  an  agency  such 
as  the  Social  Security  Administration,  producing  one  of  the  most  nec- 
essary reforms  that  is  also  relatively  simple  to  accomplish :  the  separa- 
tion of  the  income  maintenance  from  the  service  parts  of  the  program. 

The  services  ought  to  be  administered  locally  and  financed  by  the 
Federal  Government  to  the  extent  of  75  to  100  percent.  Such  a  step, 
along  with  its  saving  of  money,  would  for  the  first  time  in  the  history 
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of  welfare  make  it  possible  for  caseworkers  and  social  workers  to  do 
what  presumably  they  are  hired  to  do,  to  give  assistance  to  people,  to 
help  them  in  various  areas  that  they  need  and  not  to  be  seen  as  people 
who  are  one  day  checking  up  and  the  next  day  wanting  to  be  helpful. 

We  would  urge  the  abolishment  of  the  categorical  system  by  includ- 
ing aid  to  individuals  and  to  childless  couples.  As  I  have  indicated,  they 
are  just  as  needy  as  anybody  else  and  there  is  no  justification  for  a 
federal  system  which  says  that  some  poor  people  who  are  needy  get 
help  from  the  Federal  Government  and  other  people  do  not. 

I  have  already  indicated  our  strong  belief  that  the  compulsory 
work  requirement  for  mothers  should  be  eliminated.  We  would  also 
urge  in  this  bill,  or  in  a  companion  bill  if  that  is  necessary,  that  funds 
be  provided  for  the  actual  development  of  jobs.  More  money  for  train- 
ing is  essential  and  helpful.  But  training  that  does  not  lead  to  a  job, 
that  does  not  guarantee  a  job  at  the  end  of  training,  is  self-defeating.  It 
is  expensive,  and  the  money  is  wasted.  It  is  harmful  to  the  morale  of  the 
person  being  trained,  and  it  defeats  the  very  objectives  that  you 
gentlemen  have  in  mind  for  these  proposals. 

So  we  would  urge  some  provision  that  would  guarantee  some  jobs, 
partly  through  subsidy  of  private  industry,  but  also  through  the  so- 
called  public  service  career  program. 

One  program  that  we  have  administered  in  New  York,  and  which 
Commissioner  Goldberg  can  give  you  the  details  about,  is  public 
service  careers  for  people  in  public  agencies.  All  across  this  country 
there  is  desperate  need  for  people  in  welfare  departments,  hospitals, 
museums  and  so  forth.  The  public  services  are  starved.  We  have  found, 
on  a  very  limited  experimental  basis  because  of  lack  of  money,  that  we 
can  train  people  for  these  jobs.  We  can  build  in  additional  education. 
You  are  not  only  providing  jobs,  but,  more  importantly,  you  are  pro- 
viding careers  and  a  long-range  impact  on  poor  people  and  their 
families. 

We  urge  the  support  of  day  care,  including  not  only  operating 
funds  but  capital  funds.  What  is  desperately  needed  in  the  big  cities  of 
today  is  not  only  day-care  operating  funds  but  construction  funds. 
The  shortage  of  adequate  space  is  the  No.  1  roadblock  in  the  way  of 
expansion  of  day  care. 

I  noted  the  previous  witness  was  asked  about  the  cost  of  day  care, 
and  let's  not  kid  ourselves.  Day  care  is  extremely  expensive.  Our  esti- 
mate is  close  to  $2,500  per  child  per  year.  And,  sure,  it  could  be  cheaper 
if  you  didn't  provide  day-care  facilities.  But  over  the  long  haul  you 
have  to  balance  out  the  benefits  that  come  from  having  a  family  at 
work,  children  not  on  welfare  with  all  the  handicaps  that  come  from 
that. 

It  is  difficult  to  give  a  dollar  figure  for  it,  but  I  am  absolutely  con- 
vinced, as  we  all  are  in  New  York,  that  it  pays  off  both  in  terms  of 
what  it  means  to  people  and  ultimately  in  terms  of  dollars. 

It  is  clear  also  that  some  provision  is  going  to  have  to  be  made  of 
medical  assistance  for  the  working  poor.  Costs  of  illness  are  an  enor- 
mous burden  on  them.  Our  experience  is  overwhelming  that  poor  health 
is  a  major  factor  in  ending  up  on  welfare. 

We  are  not  today  urging  one  form  of  health  care  as  against  an- 
other. But  Mayor  Lindsay  will  be  saying  more  about  this  in  the  fu- 
ture, particularly  including  some  possible  program  of  national  health 
insurance. 
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Also,  we  are  distressed  that  the  bill  does  not  contain  any  real  pro- 
visions for  child  welfare,  a  desperately  needed  program.  We  would 
urge  that  there  be  Federal  participation  in  the  foster  care  of  children 
in  foster  homes  and  institutions.  Aside  from  the  shortage  of  such 
institutions,  aside  from  the  humanitarian  reasons  and  what  it  does  to 
family  stability,  let  me  simply  point  out  that  it  literally  costs  eight 
to  nine  times  as  much  to  take  care  of  a  child  in  an  institution  as  to 
take  care  of  him  in  his  own  home. 

Winding  up,  let  me  say  that  there  are  a  few  steps  that  we  would 
urge  that  could  be  taken  right  away.  We  have  long  argued  that  aid  to 
the  aged,  blind,  and  disabled  should  be  put  into  social  security.  I 
have  already  said  that  income  maintenance  and  social  services  can  be 
separated.  That  can  be  done  immediately,  and  it  will  have  major 
value  to  everyone. 

Let  me  repeat  that  the  case  for  Federal  financing,  we  think  is  over- 
whelming. It  is  interesting  that  there  is  literally  no  subsidy  program 
in  the  United  States,  whether  one  talks  about  farmers  or  any  other 
group,  where  there  is  seen  to  be  something  sacred  in  having  State  and 
local  participation  in  the  funding.  Subsidies  are  funded  nationally  be- 
cause they  are  seen  as  national  problems,  and  they  are  administered 
in  the  same  way.  We  see  no  justification  that  the  key  program  for  the 
poor  be  the  exception  to  this  rule. 

The  case  for  helping  the  working  poor  is  equally  clear.  The  Ameri- 
can tradition  of  rewarding  those  who  help  themselves  argues  very 
strongly  that  people  who  are  working  and  who  have  done  what  is 
necessary  should  not  be  treated  inequitably. 

As  to  the  case  for  helping  families  to  stay  together,  the  social  se- 
curity bill  starts  off  with  urging  family  stability,  and  then  the  bill 
itself,  not  this  particular  bill  so  much  but  the  whole  legislation  and 
the  regulations  on  welfare,  tend  to  operate  exactly  in  the  other  way. 

I  have  already  pointed  out  how  strongly  we  feel  for  Federal  ad- 
ministration of  income  maintenance  and  local  administration  of  so- 
cial services. 

Let  me  close  by  thanking  you  for  the  opportunity  to  appear  here. 
Commissioner  Goldberg,  and  the  mayor,  and  I  are  very  much  aware 
that  there  recently  have  been  some  studies  of  the  New  York  City  De- 
partment of  Social  Services,  as  you  all  know.  We  do  take  exception 
to  some  of  the  findings.  But  what  we  would  like  to  remind  all  of  you 
is  that  in  the  basic  findings  in  that  sudy  with  respect  to  ineligibility, 
the  HEW  study  found  3  percent  ineligible  for  welfare.  The  GAO 
study  found  3.9  percent  ineligible  for  welfare. 

We  do  not  express  satisfaction  with  those  figures,  although  we 
think  they  are  creditable  and  measure  well  up  against  the  rest  of  the 
country.  But  until  this  system  is  simplified,  until  some  of  the  ob- 
vious inequities,  some  of  the  discretionary  aspects,  are  eliminated 
from  it,  it  will  simply  be  impossible  to  achieve  the  degree  of  efficiency 
that  you  would  like  and  that  we  would  like  very  much. 

Thank  you  for  giving  us  the  opportunity  to  testify. 
(The  statement  referred  to  follows :) 

Prepared  Statement  of  Mitchell  I.  Ginsberg,  Administrator,  City  of  New 
York  Human  Resources  Administration 

I  am  Mitchell  I.  Ginsberg,  formerly  New  York  City  Commissioner  of  Social 
Services  and  now  Administrator  of  the  City's  Human  Resources  Administra- 
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tion,  which  is  responsible  for  welfare,  manpower,  community  action,  youth  and 
addiction  programs.  Commissioner  Jack  R.  Goldberg,  the  present  Commissioner 
of  Social  Services,  is  here  also  and  will  participate  in  responding  to  questions. 

I  am  testifying  today  on  behalf  of  Mayor  John  V.  Lindsay,  Mayor  of  the  City 
of  Xew  York,  and  am  also  representing  the  National  League  of  Cities.  Although 
my  discussion  will  bear  heavily  on  the  experience  we  have  had  in  New  York 
City,  I  would  like  to  focus  also  on  the  implications  of  welfare  reform,  and  of 
HR  14173  for  the  nation  as  a  whole. 

As  the  representative  of  a  city  that  has  had  a  substantial  increase  in  welfare 
caseloads  and  costs,  has  pioneered  with  as  many  reforms  as  were  possible  under 
the  Federal  program  and  has  been  calling  urgently  for  reform  of  the  national 
system,  I  am  especially  pleased  to  have  an  opportunity  to  discuss  the  Adminis- 
tration's proposals. 

For  the  same  reasons,  we  are  gratified  by  the  establishment  of  welfare  reform 
as  one  of  the  Administration's  highest  domestic  priorities  and  welcome  the 
direction  the  proposed  reforms  have  taken. 

For  the  first  time  in  more  than  thirty  years,  some  essential  new  basic  prin- 
ciples have  been  proposed  for  the  welfare  program  :  the  establishment  of  national 
minimum  standards,  the  coverage  of  the  working  poor  and  unemployed  intact 
families,  and  the  steps  toward  Federal  administration  of  income  maintenance. 

There  are  major  advantages  in  these  directions :  the  beginning  of  relief  for  the 
poor  families  in  the  poorest  states,  a  start  toward  narrowing  the  gaps  among 
state  assistance  programs,  the  recognition  that  families  trapped  in  low-wage  em- 
ployment are  deserving  of  assistance,  and  the  elimination  of  the  most  destructive 
element  of  the  present  program — the  encouragement  of  the  breakup  of  poor 
families. 

Certainly  a  historic  and  far-reaching  reform  is  in  the  proposed  redefinition  of 
eligible  families.  Instead  of  the  Federal  Government's  traditional  restriction  of 
its  aid  to  non-earning,  broken  families,  the  proposal  recognizes  as  worthy  of  sup- 
port all  families  who  demonstrate  financial  need.  The  mandatory  AFDC  program 
of  aid  for  broken  families  and  the  optional  program  to  aid  families  with  unem- 
ployed fathers  are  both  replaced  by  the  new  concept  of  aid  to  "dependent  fam- 
ilies"— including  those  without  fathers  and  those  with  unemployed  fathers.  There 
is  no  doubt  that  this  change  will  reduce  the  present  incentives  both  to  unemploy- 
ment and  to  desertion  of  families  by  fathers. 

However,  it  is  our  conviction  that  while  HR  13472  begins  to  move  in  the  right 
direction,  it  does  not  move  nearly  far  enough  toward  the  realistic  reforms  that  are 
immediately  needed. 

As  the  bill  now  stands,  it  would  do  nothing  for  the  poor  of  New  York  or  any 
other  large  city,  and  little  for  their  hard-pressed  taxpayers.  It  perpetuates  the 
discriminatory  system  of  categories  and  fails  to  simplify  administration.  It  estab- 
lishes a  level  of  Federal  assistance  that  is  less  than  half  of  the  poverty  standard 
and  provides  no  incentive  to  states  to  increase  benefits  above  that  level. 

Building  on  HR  14173's  historic  new  departures,  it  will  be  necessary  to  elim- 
inate its  dangers  and  reduce  its  limitations  before  the  bill  can  receive  the  kind 
of  support  necessary  for  its  passage. 

It  is  perhaps  understandable  that  New  York  City  would  benefit  least  from 
initial  steps  toward  welfare  reform,  since  we  have  already  taken  many  of  these 
steps  and  support  their  extension  to  the  national  program : 

Our  benefit  levels,  along  with  those  in  three  or  four  other  states,  begin  to 
approach  the  poverty  line;  we  provide  the  working  poor  with  income  supple- 
ments where  needed  :  we  demonstrated  the  use  of  a  declaration  of  need  for  family 
cases  and  now  have  instituted  a  simplified  form  of  application  for  the  adult 
assistance  categories ;  we  pioneered  with  the  use  of  an  adequate  earnings  dis- 
regard as  an  incentive  toward  the  employment  of  family  heads ;  we  have  created 
a  comprehensive  manpower  system  that  has  developed  as  many  jobs  for  welfare 
clients  as  funds  would  allow ;  we  operate  the  largest  child  day  care  program 
in  the  nation,  giving  priority  to  the  children  of  working  mothers  who  would 
otherwise  be  on  welfare:  we  have  taken  advantage,  since  its  introduction  in 
1961,  of  the  assistance  program  for  families  with  unemployed  fathers :  and  we 
have  separated  the  provision  of  financial  assistance  and  social  services  to  the 
adult  categories. 

In  the  area  of  administration,  we  have  employed  computer  technology  and 
modern  management  methods  in  an  effort  to  make  a  basically  unworkable  system 
more  efficient.  But  despite  these  efforts,  recent  Federal  studies  found  that  from 
3  to  3.9  percent  of  our  one  million  recipients  were  not  eligible  for  assistance. 
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While  I  believe  that  this  is  a  creditably  low  rate  of  ineligibility,  it  does  document 
our  repeated  contention  that  the  present  system  is  basically  inefficient.  (As  the 
Committee  knows,  we  have  disputed  many  of  the  findings  of  the  Federal  studies 
and  I  would  be  happy  to  discuss  this  matter  further  if  the  Committee  wishes.) 

In  addition  to  the  bill's  limitations,  which  I  will  discuss  in  a  moment,  the 
legislation  and  the  rhetoric  that  surrounds  it  contain  at  least  two  actual  dangers 
that  must  be  eliminated. 

First,  is  the  danger  to  the  welfare  program  in  the  high  median  income,  high- 
benefit  urban  states.  The  present  Federal  reimbursement  formula  discriminates 
against  the  states  that  make  the  greatest  fiscal  effort,  and  the  reform  proposals 
do  nothing  to  change  that.  Therefore,  taxpayer  resentment  of  the  program  in  the 
big  cities  can  be  expected  to  mount,  other  public  services  in  these  cities  will  con- 
tinue to  be  deprived  of  needed  local  financial  support,  and  the  temptation  to  cut 
the  state  supplements  below  the  present  levels — or  at  least  to  ignore  cost  of  living 
increases — will  increase. 

Second,  is  the  danger  to  continued  reform  that  will  inevitably  arise  from 
frustrated  expectations.  The  reform  proposals  have  been  projected  as  a  means  of 
decreasing  the  number  of  persons  on  welfare  and  increasing  the  number  that 
find  jobs.  But  the  bill  itself,  in  its  provisions  for  the  working  poor,  will  more  than 
double  the  rolls  and,  in  its  lack  of  sufficient  provision  for  job  development  and 
training,  will  fail  to  open  significant  employment  opportunities.  Therefore,  when 
the  reform  proposals  fail  to  cut  the  rolls  drastically,  the  inevitable  public  reac- 
tion will  be  that  reform  has  failed. 

In  my  judgement,  both  of  these  dangers  can  be  minimized  in  the  legislation 
now  under  consideration  :  the  first,  through  Federal  sharing  in  the  supplemen- 
tary family  benefits  (a  principle  already  embodied  in  the  bill's  proposals  for 
financing  the  adult  categories) ,  and  the  second,  through  increased  funds  for  man- 
power and  public  service  job  development  and  through  some  straight  talk  about 
the  employment  potential  of  persons  on  assistance. 

We  must  not  forget  that  revision  of  the  welfare  program  alone  cannot  reduce 
the  need  for  assistance.  While  it  is  vital  to  improve  the  income  maintenance  pro- 
gram itself,  welfare  cannot  be  expected  to  redress  the  failures  of  education,  hous- 
ing, health  and  employment  opportunities.  We  must  also  remember  that  there 
are  substantial  numbers  of  elderly  or  infirm  persons  and  young  children  who 
cannot  be  expected  to  support  themselves,  and  who  are  entitled  to  some  minimally 
decent  standard  of  support,  humanely  administered. 

LIMITATIONS 

1.  While  the  establishment  of  a  basic,  Federally-supported  minimum  benefit 
for  families  is  a  crucial  reform,  the  proposed  level  of  $500  per  adult  and  $300 
per  child  is  inadequate  as  a  nation-wide  anti-poverty  measure. 

In  only  four  or  five  states  that  will  provide  benefits  below  that  level  in  July, 
1971,  recipients  will  indeed  be  helped.  But  they  will  still  not  even  approach  the 
poverty  line  determined  by  the  Federal  Government.  Where  the  benefits  are 
higher,  the  increase  in  Federal  participation  will  not  affect  the  individual  client 
at  all.  He  will  remain  in  poverty. 

2.  The  Federal  contribution  to  the  Family  Assistance  Plan  provides  no  assist- 
ance to  states  that  have  already  established  higher  benefits.  According  to  my 
information,  the  10  states  with  the  highest  benefits  will  actually  lose  money  on 
that  portion  of  the  FAP  that  covers  families  with  no  income,  since  they  now 
receive  a  higher  rate  of  Federal  reimbursement  for  AFDC. 

The  FAP  also  fails  to  provide  encouragement  to  states  to  increase  their  sup- 
plementary benefits  in  accordance  with  increases  in  the  cost  of  living.  Since  state 
AFDC  programs  will  continue  in  at  least  30  states,  some  provision  must  be 
made  for  the  adequacy  of  these  supplements. 

3.  The  retention  of  the  categorical  approach  to  assistance  means  that  needy 
individuals  and  childless  couples  will  continue  without  any  Federal  aid,  and  that 
each  category  of  assistance  will  operate  under  different  levels  and  standards, 
thus  perpetuating  the  patchwork  program  that  has  given  us  so  much  difficulty 
in  the  past. 

4.  No  recognition  is  given  to  the  fiscal  effort  made  by  the  high  median  states 
who  are  suffering  the  greatest  financial  burdens.  Under  the  Family  Assistance 
Plan,  states  with  the  most  recipients  and  the  highest  benefits  will  receive  little 
Federal  relief,  with  the  probable  serious  consequences  I  described  earlier.  The 
taxpayer  in  New  York  City  today  pays  12  times  as  much  in  local  and  state  taxes 
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for  welfare  as  the  taxpayer  in  Mississippi.  There  is  nothing  in  HR  14173  that 
will  remove  that  serious  inequity. 

5.  While  the  gap  in  benefit  levels  among  the  states  will  be  narrowed  when 
those  now  below  $30  a  month  per  person  will  be  raised  to  that  level,  serious 
discrepancies  will  remain.  Although  it  has  not  been  documented  that  many  poor 
persons  leave  their  homes  specifically  for  states  with  higher  welfare  benefits, 
that  possibility  does  exist  and  would  not  be  substantially  reduced  by  the  new 
proposals. 

6.  The  requirement  that  mothers  of  school  age  children  go  to  work  or  lose 
their  benefits  is  unfair,  unworkable  and  unnecessary.  It  is  unfair,  because  poor 
mothers  should  have  the  same  right  as  other  mothers  to  decide  whether  or  not 
it  is  in  their  best  interests,  and  that  of  their  children,  to  go  to  work.  This  is  es- 
pecially true  when  the  mother  is  the  only  adult  in  the  home.  We  certainly  would 
not  require  mothers  in  intact  assisted  families  to  go  to  work.  It  is  unworkable 
because  the  funds  and  facilities  for  day  care  and  job  training  are  so  limited, 
the  administrative  apparatus  for  policing  so  cumbersome  and  the  decision  to 
deprive  a  needy  family  of  funds  so  unthinkable  that  the  requirement  could  not 
be  so  enforced.  And  it  is  unnecessary  because  welfare  mothers  are  eager  to  work 
in  large  enough  numbers  to  take  advantage,  voluntarily,  of  all  the  day  care  and 
job  training  programs  we  can  provide. 

The  language  of  the  provision  itself  provokes  serious  questions.  There  is  no 
definition  of  what  is  meant  by  "suitable"  employment,  a  "bona  fide"  job  and 
"prevailing  wages."  Does  the  Congress  really  mean  to  coerce  mothers  into  a  new 
class  of  exploited  workers? 

7.  The  absence  of  a  requirement  for  states  to  supplement  working  poor  fami- 
lies up  to  the  same  level  as  families  without  income  is  inequitable.  The  system 
must  be  organized  so  that  working  families  can  have  incomes  through  a  com- 
bination of  work  and  assistance  greater  than  those  receiving  assistance  alone. 
In  states  with  higher  AFDC  benefit  levels  but  no  General  Asistance  program  to 
supplement  working  families,  the  working  poor  will  still  be  penalized  under 
the  FAR 

RECOMMENDATIONS 

1.  Steps  toward  the  complete  assumption  of  income  maintenance  costs  by  the 
Federal  Government  should  be  mandated  in  the  legislation.  This  could  be  accom- 
plished by  several  means  :  The  first  one  is  highly  pref ered  : 

a.  A  matching  formula  should  be  established  to  provide  Federal  reimburse- 
ment of  state  supplements  above  the  Federal  minimum.  This  approach  is  already 
embodied  in  the  proposals  for  assisting  the  aged,  blind  and  disabled.  The  formula 
for  families  should  provide  for  Federal  assumption  of  50%  of  the  grant  above 
the  FAP  level. 

Such  a  device  would  eliminate  the  greatest  danger  of  the  proposed  FAP — 
discrimination  against  clients  and  taxpayers  in  the  urban  states — and  would 
encourage  other  states  to  provide  more  adequate  benefits. 

The  percentage  of  Federal  sharing  should  be  increased  10%  each  year  for  five 
years,  when  there  would  be  full  assumption  of  costs  by  the  Federal  Govern- 
ment. The  Secretary  of  HEW  could  establish  the  maximum  benefit  eligible  for 
full  Federal  reimbursement. 

b.  The  proposal  for  the  Federal  Government  to  assume  at  least  10%  of  the 
assistance  costs  in  a  state  each  year  should  be  revised.  It  should  start  with  a 
minimum  of  15%  to  be  "held  safe,"  should  start  from  a  fixed  base  and  increase 
by  at  least  15%  each  year  until  full  assumption  is  achieved.  Under  HR  14173, 
the  10%  saving  each  year  could  be  entirely  swallowed  by  increases  in  caseload 
and  cost  of  living,  with  no  resulting  benefit  to  state  and  local  treasuries. 

For  example,  we  estimate  that  the  City  and  State  of  New  York  could  be  re- 
lieved of  about  $80  million  in  assistance  costs  if  the  present  proposal  were  in 
force  during  the  coming  year.  But  at  the  rate  projected  for  the  following  year, 
there  would  be  no  saving  since  costs  are  expected  to  increase  in  a  greater  amount. 

2.  Federal  administration  of  the  entire  income  maintenance  program  should 
be  mandated. 

HR  14173  gives  states  the  option  of  assigning  administration  of  the  combined 
grant  to  the  Social  Security  Administration.  Indications  are  that  most  states 
would  not  do  so,  for  fear  of  losing  control  of  their  contributions.  As  far  as  The 
City  of  New  York  is  concerned,  it  will  encourage  the  State  of  New  YTork  to  take 
the  option,  if  it  remains  only  an  option.  In  any  case,  the  Federal  Government 
should  pick  up  the  full  administrative  costs. 
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Split  administration  would  only  perpetuate  the  cumbersome  and  inefficient 
design  of  the  present  program.  Each  eligible  family  would  have  to  apply  to  sep- 
arate agencies,  receive  its  check  from  different  agencies  and  be  governed  by  dif- 
ferent policies.  Serving  a  family  in  an  integrated  manner  would  be  impossible. 

For  these  reasons,  the  legislation  should  contain  mechanisms  for  protecting  a 
state's  interests  while  assigning  the  entire  income  maintenance  responsibility  to 
the  Social  Security  Administration. 

An  immediate  first  step  should  be  the  assignment  of  the  program  for  the  aged, 
blind  and  disabled  to  the  Social  Administration. 

3.  Once  administration  of  income  maintenance  was  assigned  to  the  Federal 
Government,  it  would  be  possible  to  separate  the  provision  of  social  services  en- 
tirely. Most  effective  would  be  local  administration  of  services,  so  they  could  be 
responsive  to  local  needs,  with  75  to  100  percent  reimbursement  of  personnel 
costs  by  the  Federal  Government.  In  this  way,  local  manpower  and  facilities  could 
be  entirely  devoted  to  the  crucial,  remedial  job  of  rehabilitation  which  is  now 
necessarily  assigned  second  place  in  the  welfare  program. 

In  the  meantime,  separation  of  the  delivery  of  financial  assistance  and  social 
services  should  be  immediately  implemented  by  state  and  local  departments.  The 
HEW  has  already  organized  itself  for  such  a  separation,  and  a  sufficient  number 
of  pilot  projects  have  been  performed.  In  New  York,  we  are  delivering  services 
and  aid  separately  for  the  three  adult  categories  and  are  working  on  extension  of 
the  plan  to  families. 

Such  a  separation  is  made  possible  through  the  use  of  a  declaration  form  of 
application  for  assistance,  which  was  successfully  tested  in  the  City  with  all 
types  of  cases  in  two  service  centers.  The  HEW  study  found  these  two  centers 
to  have  the  same  rate  of  ineligibility — 3% — as  the  City's  other  40  centers. 

The  separation  of  functions  has  two  vital  benefits — financial  savings  and  more 
adequate  services.  The  savings  result  from  simplified  procedures  that  require 
a  lower  level  staff  to  perform  eligibility  functions,  and  fewer  college  training 
staff  to  provide  services.  More  attention  can  be  paid  to  rehabilitation  because  the 
trained  social  service  staff  is  freed  from  paperwork  to  perform  prompt,  special- 
ized service  tasks. 

For  example,  we  believe  that  mothers  should  be  encouraged  to  consider  work- 
ing and  that  opportunities  for  them  to  work  should  be  provided.  As  long  as  em- 
ployment services  are  tied  to  the  establishment  of  eligibility,  they  will  be  infected 
by  coercion  and  defeated  by  the  client's  suspicion  of  the  worker  as  both  helper 
and  investigator.  A  large  proportion  of  welfare  mothers  can  be  helped  to  make 
appropriate  educational  and  job  plans  when  that  help  is  extended  on  a  volun- 
tary basis. 

4.  Provision  must  be  made  for  the  assistance  of  unemployable  individuals  and 
childless  couples  who  would  continue  to  receive  no  Federal  aid  under  HR 
14173.  Their  exclusion  from  the  program  is  an  inevitable  result  of  the  categorical 
view  of  welfare  that  has  traditionally  withheld  Federal  aid  from  anyone  who  is 
not  aged,  blind,  disabled  or  in  a  family  with  dependent  children.  In  New  York 
City,  for  example,  we  have  about  90,000  such  individuals  and  couples — alcoholics 
and  narcotics  addicts,  persons  recently  discharged  from  mental  institutions,  un- 
skilled workers  over  the  age  of  40  who  cannot  find  jobs,  temporarily  disabled 
persons  and  convalescents.  This  is  the  traditional  "poorhouse"  population — still 
excluded  from  Federal  assistance  programs. 

The  categories  must  therefore  be  eliminated  in  favor  of  criteria  based  solely 
on  need.  A  single  category  should  be  created  for  all  individuals  and  childless 
couples. 

5.  The  requirement  of  work  for  mothers  of  school  age  children  must  be  elimi- 
nated or,  at  the  very  least,  clarified.  The  legislation  must  include  strict  definition 
of  the  suitability  of  employment  and  the  level  of  wage. 

6.  The  establishment  of  work  as  a  real  alternative  to  assistance  will  require 
much  more  than  the  bill  provides.  $165  million  for  the  training  of  150,000  women 
in  female-headed  households  is  so  little  as  to  defeat  the  intention  of  the  bill.  At 
least  half  that  amount  could  be  used  in  New  York  City  alone. 

While  private  employers  do  have  an  important  role  to  play  in  the  provision  of 
jobs  for  the  presently  unemployed,  the  reality  is  that  government  has  the  large 
responsibility  here.  Some  provisions  must  be  made  for  the  guarantee  of  a  job 
for  every  person  who  is  willing  and  able.  Municipal  governments  are  starving 
for  employees  in  all  types  of  aide  and  assistant  jobs  in  the  public  services.  But 
local  funds  are  short.  The  infusion  of  Federal  money  into  Public  Service  Em- 
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ploynient  would  not  only  provide  meaningful  jobs  for  the  unemployed— including 
and  emphasizing  the  men — but  would  improve  local  services  in  the  nation's  cities. 

7.  The  funds  for  child  day  care  should  be  increased  to  include  capital  funds  for 
building  new  centers.  In  the  inner  cities,  where  day  care  facilities  are  most 
needed,  facilities  are  most  scarce.  Additional  funds  will  assist  with  salaries  and 
materials,  but  facilities  in  which  to  operate  are  the  highest  priority. 

8.  Some  provision  of  medical  assistance  must  be  extended  to  the  new  category 
of  the  working  poor.  Without  at  this  time  arguing  the  relative  merits  of  Medicare, 
Title  19  or  a  comprehensive  health  insurance  program,  I  would  urge  that  the 
working  poor  be  provided  with  a  realistic  hedge  against  the  destitution  threaten- 
ing marginal  families  who  suffer  major  illness. 

It  may  well  be  that  some  new  form  of  compulsory  health  insurance  is  essential. 
Mayor  Lindsay  will  have  more  to  say  on  this  in  the  near  future. 

9.  None  of  the  titles  in  HR  14173  deals  with  services  for  children,  other  than 
the  day  care  of  working  mothers.  There  is  a  pressing  need  for  improved  foster 
care  for  children  without  families.  Since  the  states  and  localities  now  operate 
foster  care  programs  with  virtually  no  Federal  aid,  expansion  is  severely 
limited.  I  would  urge  at  least  50%  Federal  participation  in  the  costs  of  maintain- 
ing homeless  children  with  foster  families  and  in  institutions. 

In  conclusion,  I  would  like  to  re-emphasize  the  importance  of  taking  immediate 
steps  in  the  areas  of  Federal  financing  and  administration,  aid  for  the  working 
poor  and  protection  of  family  stability. 

The  case  for  full  Federal  assumption  of  income  maintenance  costs  is  very 
strong.  Under  the  present  system,  states  with  large  welfare  programs  are  forced 
to  devote  a  high  percentage  of  precious  state  and  local  taxes  to  a  "last  resort" 
program,  thus  depriving  them  of  the  chance  to  support  necessary  remedial 
programs  and  vital  public  services. 

The  "poor  law"  principle  of  local  support  of  the  needy  is  no  longer  valid.  The 
principle  of  national  subsidies  is  well  established.  Congress  and  the  nation  have 
found  it  unthinkable  that  the  State  of  Iowa  and  its  cities  should  contribute 
to  the  farm  subsidy.  Never  have  state  and  local  participation  been  proposed  for 
subsidies  to  the  transportation  industry.  Only  to  subsidies  for  the  poor  are 
localities  required  to  contribute. 

It  is  time  to  abolish  this  inequity,  to  recognize  poverty  as  a  national  problem, 
and  to  free  the  states  to  concentrate  on  improving  the  services  whose  failures 
are  responsible  for  the  continuing  need  for  public  assistance. 

The  case  for  protecting  families  who  work  hard  at  inadequate  wages  has  also 
been  made  over  and  over  again.  In  a  society  that  so  values  work  and  self- 
sufficiency,  it  is  outrageous  that  we  should  withhold  Federal  aid  from  those  who 
struggle  daily  for  incomes  below  the  welfare  level.  These  people  deserve  special 
incentives,  as  do  those  who  struggle  to  keep  their  families  together  in  the  face 
of  severe  economic  need. 

I  believe  that  HR  14173,  with  amendments  as  I  have  suggested,  can  be  a 
historic  step  toward  an  equitable,  efficient  income  maintenance  system  in  which 
work  is  rewarded,  family  stability  is  protected  and  the  polarization  of  the  poor 
and  middle  class  minimized.  Failure  to  take  these  steps  now  will  inevitably  result 
in  increasing  deprivation  of  our  poor,  our  cities  and  our  national  health. 

Thank  you. 

The  Chairman.  Mr.  Ginsberg,  we  appreciate  very  much  your  com- 
ing to  the  committee  and  discussing  these  matters  with  us,  because  we 
recognize  that  you  have  one  of  the  most  difficult  problems  in  the  ad- 
ministration of  the  program,  I  assume,  anywhere  in  the  country. 
Certainly,  I  don't  know  of  anyone  who  has  a  more  difficult  problem. 

I  believe  you  succeeded  Dr.  Dumpson,  did  you  not,  or  was  there 
someone  in  between  you  ? 

Mr.  Ginsberg.  There  was  an  interim  period  of  about  3  or  4  months 
with  an  interim  commissioner. 

The  Chairman.  We  had  Dr.  Dumpson  as  a  witness  several  days 
ago,  and  he  was  very  helpful  to  the  committee.  I  am  trying  as  best 
I  can  to  understand  this  matter,  and  I  know  you  know  so  much  more 
about  it  than  I  do.  So  if  you  will  let  me  ask  you  just  a  few  ques- 
tions, let  me  see  if  I  can  understand  the  point  of  view  that  you  ex- 
press, and  others  express. 
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I  think  it  is  on  page  9  of  your  statement  that  you  said — it  is  a 
general  point — that  the  Federal  Government  should  administer  all  of 
the  Federal  programs.  Did  I  understand  you  correctly? 

Mr.  Ginsberg.  Mr.  Chairman,  I  am  making  a  separation  between 
the  income  maintenance,  which  would  basically  be  the  determination 
of  eligibility,  and  the  distribution  of  the  funds,  as  contrasted  with  the 
provision  of  services  which  would  be  guidance,  counseling,  education, 
employment,  health,  whatever  it  may  be. 

I  think  those  ought  to  be  done  locally  with  a  different  staff,  so  I 
would  separate  out  those  two,  the  first  aspect  nationally,  the  second 
aspect  locally. 

The  Chairman.  But  so  far  as  the  cost  of  cash  payments  are  con- 
cerned, that  would  be  the  responsibility  of  the  Federal  Government  ? 
Maintenance,  I  mean. 

Mr.  Ginsberg.  Right. 

The  Chairman.  Why  do  you  take  that  view?  Surely,  you  are  not 
intending  to  imply  that  the  Federal  Government  is  better  qualified  to 
administer  such  a  program  than  you  and  other  administrators  at  the 
State  level. 

Mr.  Ginsberg.  Well,  Mr.  Chairman,  I  might  very  well  take  that 
position.  I  am  not  so  sure.  It  is  difficult  to  make  that  kind  of  a 
comparison. 

The  Chairman.  I  have  never  known  of  any  program  that  the  Fed- 
eral Government  ever  took  over  that  I  thought  was  better  than  the 
State-administered  program,  I  must  say. 

Mr.  Ginsberg.  I  must  say  that  my  own  experience  at  least  would 
indicate  that  I  have  had  somewhat  the  opposite  experience.  But  I 
think  the  key  is  not  the  individuals,  obviously,  who  would  admin- 
ister it. 

It  seems  to  me  the  argument,  first  of  all,  is  we  are  dealing  with  a 
national  problem.  There  is  no  question  about  that.  Residency  laws,  in 
my  judgment,  never  worked,  anyway.  But  now,  since  the  Supreme 
Court  decision,  it  is  clear  they  have  no  meaning  at  all,  so  that  people 
do — and  this  is  as  a  nation  of  people — move  from  one  place  to  another. 

The  case,  it  seems  to  me,  is  very  strong  for  a  system  with  equivalent 
kinds  of  eligibility,  so  that  you  don't  have  the  hodgepodge  that  you 
have  now  in  50  States.  After  all,  we  are  now  spending  a  very  sub- 
stantial amount  of  Federal  money,  but  setting  up  different  criteria  for 
eligibility  and  administering  the  program  in  quite  different  ways. 

Whether  New  York  is  better  or  worse,  let's  say,  than  Colorado  or 
Illinois,  or  somewhere  else,  is  not,  it  seems  to  me,  the  issue.  The  fact 
is  that  it  is  clearly  different  and  that  that  difference  operates  to  the 
disadvantage  of  the  people  whom  you  are  trying  to  serve  and,  second- 
ly, makes  for  enormously  more  expensive  administration. 

One  of  the  cases  to  be  made  for  Federal  administration  is  that  you 
can  simplify  the  program,  because  you  only  have  to  have  one  set  of 
criteria  and,  therefore,  you  can  administer  it  much  more  efficiently 
and  much  more  economically. 

And  I  would  point  out,  Mr.  Chairman,  what  I  said  in  my  testi- 
mony. I  see  welfare  very  clearly  as  a  subsidy  program.  It  is  by  any 
definition,  although  we  have  tended,  partly  because  of  the  historical 
way  that  we  have  looked  at  welfare,  to  call  welfare  a  handout  and  some- 
thing else  a  subsidy.  I  think  it  is  a  subsidy  program  in  the  same  way 


2355 


that  other  subsidy  programs  are  operated  and  financed  by  the  Na- 
tional Government.  Welfare  is  the  biggest  subsidy  in  terms  of  num- 
bers of  people  to  be  served,  and  I  think  the  argument  for  national  ad- 
ministration is  a  very  strong  one. 

The  Chairmax.  I  want  to  be  assured,  if  I  may  be,  by  you  and  any- 
one else  who  has  your  view  that  you  are  not  asking  us  to  take  over  the 
cash-maintenance  provisions  of  the  welfare  programs  entirely  at  the 
Federal  level  because  of  the  growing  cost  of  the  program  that  is  be- 
coming so  great  that  cities  and  States  can  no  longer  participate. 

Now,  that  isn't  the  reason,  is  it  ? 

Mr.  Gixsberg.  That  is  one  of  the  reasons.  I  think  the  burden  on  the 
cities  and  the  States  of  the  welfare  costs  is  enormous.  I  think  it  is 
clear  that  the  cities  and  the  States  are  in  a  lesser  position  than  the 
Federal  Government.  The  basic  taxing  power,  the  basic  increase  in 
revenue,  is  with  the  National  Government.  It  will,  in  my  judgment, 
continue  to  be.  And  I  think  that  is  just  as  well,  very  honestly. 

Therefore,  just  from  a  dollar  point  of  view,  the  National  Govern- 
ment is  in  a  better  position  to  bear  that  cost  than  either  the  States  or 
the  cities  are. 

The  Chairmax.  Whatever  levy  we  enact  in  the  way  of  a  tax  on  a 
taxpayer  or  taxpayers  together,  even  though  it  may  apply  in  50  States, 
is  applicable  within  each  State  to  the  same  people  that  are  affected 
by  a  tax  levy  by  the  State  legislature.  They  are  the  same  taxpayers, 
are  they  not  ? 

Mr.  Gixsberg.  Yes,  they  are,  Mr.  Chairman. 

The  Chairmax.  If  they  resist  increases  in  revenues  for  State  gov- 
ernments, for  city  governments,  as  I  understand  they  are  doing,  domt 
be  misled.  I  can  tell  you  they  resist  increased  levies  for  Federal  pur- 
poses as  well. 

Mr.  Gixsberg.  Yes,  I  am  sure  they  do,  because  it  is  their  money  in 
the  same  way,  but  it  is  clear  that  every  year  there  is  an  automatic 
boost  that  comes  into  the  Federal  Government,  obviously,  mainly 
through  the  income  tax  and  the  corporation  tax,  so  that  the  Federal 
Government,  without  doing  anything  in  a  sense,  automatically  has  a 
substantial  increase  in  its  revenues. 

The  same  situation  is  clearly  not  applicable  to  the  States  and  the 
cities,  so  that  without  anybody  doing  anything,  you  have  that  built-in 
advantage  if  you  want  to  call  it  that,  for  financing  the  Federal 
Government. 

I  know  there  is  an  argument  that  you  can,  you  know,  reduce  the 
taxes,  and  so  forth.  I  simply  think  in  a  country  like  this  with  the 
very  large  number  of  poor  people  and  the  desperate  needs — and  I 
make  no" pretense  of  being  a  tax  expert,  or  economist — I  just  think 
when  the  need  is  that  great  that  that  is  where  the  increase  in  Federal 
tax  revenue  ought  to  go. 

The  Chairmax.  Pardon  me.  I  thought  you  were  through.  Had  you 
finished  ? 

Mr.  Gixsberg.  I  just  wanted  to  add  one  other  thing  that  I  said  be- 
fore, that  the  Federal  administration  of  the  income  maintenance  and 
the  local  administration  of  services  will  guarantee_  the_  Nation  ad- 
ministrative separation,  which  from  our  point  of  view  is  absolutely 
essential  to  effective  operation  of  this  program. 


2356 


The  Chairman.  I  wondered  if  a  part  of  the  reasoning  behind  your 
suggestion  with  respect  to  the  Federal  Government  taking  over  these 
costs  100  percent  had  to  do  with  the  difficulty  you  and  other  adminis- 
trators may  be  having  in  obtaining  qualified  caseworkers  and  retain- 
ing them  on  your  payroll.  You  do  have  quite  a  turnover,  I 
understand,  in  New  York  City. 

Mr.  Ginsberg.  Yes. 

If  I  may,  I  would  like  to  have  Commissioner  Goldberg  testify. 

Mr.  Goldberg.  Mr.  Chairman,  in  part  that  would  be  the  case.  In 
addition  to  talking  about  the  issue  of  Federal  administration  of  the 
income-maintenance  program,  I  think  that  implicit  in  that  statement 
is  the  clear  suggestion  that  we  separate,  one  income-maintenance  func- 
tions from  services  and  that  an  additional  part  of  that,  to  be  respon- 
sive to  your  question,  is  that  one  of  the  difficulties  we  now  have  in 
local  administration  is  that  a  caseworker  is  spending  really  anywhere 
from  50  to  90  percent  of  his  time  in  noncase  work  or  nonservice  func- 
tions. So,  what  we  think  is  appropriate  administratively  is  to  separate 
those  two  functions  and  to  use  clerical  administrative  people  who  are, 
in  fact,  trained  to  administer  whatever  the  eligibility  system  is  with 
regard  to  cash  payments  and  not  to  use  caseworkers  in  that  area. 

That  is  one  of  the  reasons,  one  of  the  casualties,  that  has  to  do  with 
a  turnover  of  the  staff  when  caseworkers  intending  to  be  helpful  to 
people,  end  up  shoveling  papers  having  to  do  with  eligibility  require- 
ments. 

The  Chairman.  Mr.  Ginsberg,  if  the  Federal  Government  takes  over 
the  whole  job  for  income  maintenance  purposes,  is  there  a  possibility 
that  what  incentive  might  presently  exist  would  no  longer  exist  for  the 
States  to  work  on  the  real  causes  of  poverty  ? 

Mr.  Ginsberg.  I  would  hope  not,  Mr.  Chairman.  That  is  a  very  valid 
point. 

The  Chairman.  What  assurance  can  we  have,  though,  that  that 
wouldn't  be  the  case  ? 

Mr.  Ginsberg.  I  guess,  very  honestly,  I  can't  give  assurance  in  that 
sense.  As  you  know,  we  feel  very  strongly  and  we  say  in  the  testimony 
that  in  a  sense  welfare  simply  picks  up  the  failures  of  all  the  other 
systems.  It  doesn't  create  this.  It  is  poor  education,  and  poor  health, 
and  so  forth. 

Neither  Commissioner  Goldberg  nor  I  are  particularly  proud  of  the 
fact  that  under  our  administration  more  is  now  being  spent  on  welfare 
than  is  being  spent  on  education.  It  is  clear  that  one  of  the  strong 
arguments  for  doing  what  we  say  ought  to  be  done,  in  administration 
and  Federal  assumption  of  financial  cost,  is  that  this  would  make  pos- 
sible the  expenditure  of  the  necessary  funds  on  education,  on  health, 
on  better  employment  opportunities'  And  if  one  is  looking  for  solu- 
tions— and  I  am  hesitant  ever  to  use  that  word  about  anything — that 
is  the  direction  that  ultimately  it  has  to  be  taken.  TsTo  change  in  the 
welfare  system  itself  is  going;  to  mean  that  much  ultimately  unless  you 
also  do  some  of  these  other  things. 

That  is  why  I  think  the  case  for  the  Federal  assumption  of  these 
costs  is  a  very  strong  one. 

The  Chairman.  Would  the  Federal  Government  then  be  asked  to 
assume  most,  if  not  all,  of  the  costs  of  the  prevention  and  the  pro- 


2357 


graining  of  expenditures  at  the  Federal  level  in  attacking  the  problems 
of  welfare  ?  Is  that  going  to  be  the  next  step  ? 

Mr.  Ginsberg.  You  mean  the  education,  and  the  health,  and  so 
forth? 

The  Chairman.  Yes. 

Mr.  Ginsberg.  Well,  I  think  there  are  obvious  substantial  con- 
tributions by  the  Federal  Government  to  those  problems  now,  in 
the  whole  field  of  education,  in  the  whole  field  of  health.  This  com- 
mittee has  pioneered,  I  think,  with  its  medicare  and  medicaid  pro- 
grams because  you  have  seen  that. 

Is  what  we  are  proposing,  Mr.  Chairman,  going  to  cost  more 
money?  Yes,  of  course,  it  is.  Some  suggest  that  if  you  just  tinker 
around  with  administration  and  do  this  and  that,  you  will  come  off  a 
whole  lot  better  without  spending  more  money.  I  don't  believe  those 
are  accurate  or  truthful. 

I  would  assume  that  there  would  be  increasing  pressure  on  the  Fed- 
eral Government  to  provide  more  funds  for  education  and  health  as 
well. 

The  Chairman.  My  own  thought  is  that  I  am  perfectly  willing 
to  spend  almost  any  amount  of  money  within  reason  to  help  in- 
dividuals to  help  themselves  when  they  are  in  this  circumstance,  and 
perhaps  we  haven't  done  enough  in  the  past — certainly  we  haven't — 
in  trying  to  prevent  the  need  for  assistance. 

It  just  seems  to  me,  though,  that  we  go  in  the  opposite  direction 
when  we  don't  do  first  those  things  that  should  be  done  to  correct  a 
circumstance.  Instead  we  recognize  a  circumstance  exists,  but  put 
more  and  more  money  into  the  continuation  of  that  exact 
circumstance. 

There  is  nothing  in  welfare  that  I  see,  just  welfare  alone,  that  does 
anything  except  barely  keep  an  individual  alive.  It  doesn't  motivate 
a  person  to  change  his  circumstance.  There  is  nothing  within  wel- 
fare itself  that  gives  him  any  opportunity  or  motivation  for  improve- 
ment, or  for  self-reliance. 

Why  can't  we  develop  some  kind  of  a  program  that  would  tend  to 
motivate  these  people?  It  is  not  a  sin  to  be  poor.  I  think  it  is  a  sin  on 
the  part  of  all  of  us  to  do  nothing  about  it,  nothing  more  than  just 
trying  to  maintain  that  status  in  life.  And  I  am  convinced  from 
the  people  that  I  talk  to,  who  are  able-bodied #  people,  that  they 
would  much  prefer  an  opportunity  to  be  self-reliant  and  they  seek 
it.  But  in  many  instances  they  are  without  any  success  whatsoever. 

But  I  don't  see  anything  in  the  program  before  us  any  more  than 
in  existing  law  that  will  motivate  these  people  or  give  them  the 
opportunity  to  be  motivated. 

Mr.  Ginsberg.  I  would  suggest  there  are  some  things,  although, 
as  I  have  indicated,  they  don't  go  far  enough.  The  incentive  notion, 
though  I  hold  no  brief  that  that  is  a  miracle. 

The  Chairman.  There  is  incentive  in  the  present  law.  It  may  not 
be  sufficient. 

Mr.  Ginsberg.  In  our  judgment,  it  is  not  sufficient,  Mr.  Chairman. 
We  have  had  a  small  experimental  program  in  New  York  with  an 
incentive,  which  we  think  has  worked  quite  well.  But,  obviously,  that 
is  designed  to  go  in  the  direction  that  you  are  suggesting. 
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We  have  urged  either  in  this  bill  or  some  other  committee,  if  there 
is  that  authority,  that  something  be  done  about  the  jobs,  Mr.  Chairman. 

If  you  and  your  colleagues  could  see  some  of  our  people  on  welfare 
who  are  now  in  these  public  service  career  jobs  spending  a  day  or  two 
a  week  first  getting  high-school  equivalency  and  then,  in  some  cases, 
now  in  junior  college,  you  would  see  that  that  works. 

The  difficulty  is  it  is  so  small  because  there  are  simply  no  funds 
available  for  it.  But  how  are  we  going  to  decide  our  other  concerns 
about  the  poor  just  in  dollar-and-cents  terms?  Every  time  you  put  a 
family  in  that  kind  of  a  situation  and  along  the  road  to  a  meaningful 
kind  of  career,  you  not  only  do  a  lot  for  them  but  you  ultimately  do 
a  lot  for  this  country. 

Mr.  Goldberg.  Mr.  Chairman,  might  I  make  an  additional  comment 
related  to  your  question  ? 

The  Chairman.  Surely. 

Mr.  Goldberg.  While  it  really  is  a  tiny,  tiny  piece  of  the  action,  I 
think  that  the  comment  around  the  public  service  careers  program 
ought  to  be  drawn  to  your  attention  very  sharply  and  very  pointedly. 

There  are  many  stereotypes  that  many  people  have  in  our  country 
around  some  poor  people.  And  if  you  take  a  look  at  the  public  service 
career  programs,  it  makes  some  interesting  observations. 

We  started  with  the  current  batch  of  people  in  the  current  public 
service  careers  program  with  401  persons.  Almost  a  year  later  now 
we  have  397  persons  actively  employed  and  actively  finishing  up  edu- 
cation. We  could  tomorrow  literally  just  in  the  New  York  City 
Department  employ  at  least  an  additional  2,000  such  persons,  and  we 
are  unable  to  do  that  because  of  the  lack  of  funds. 

The  lesson  that  I  draw  out  of  that  experience  is  that  where  there 
is  a  real  job  that  is  meaningful,  that  has  satisfaction  in  dollars,  people 
are  very  eager  to  go  to  work,  that  this  group  in  fact  has  gone  to  work 
and  has  stayed  and  looks  forward  to  the  upward  mobility  that  may  be 
available  to  them  within  the  Department  or  within  the  city  structure. 

It  is  a  small  example  of  a  very  live  experience.  What  is  needed  is 
for  us  to  be  able  to  enlarge  this  kind  of  capacity  in  very  significant 
numbers,  and  we  require  significant  financial  help  in  order  to  be  able 
to  do  that. 

The  Chairman.  Let  me  ask  you  with  respect  to  your  own  situation 
as  it  compares  nationwide,  Mr.  Ginsberg.  It  is  my  recollection  that 
nationwide  we  have  about  6  percent  of  the  child  population  on  AFDC. 
What  is  the  estimate  of  your  child  population  in  New  York  City? 

Mr,  Ginsberg.  Well,  we  have  600,000 — that  is  in  round  numbers — 
out  of  a  population  roughly  of  8  million  in  the  city.  It  is  perhaps  a 
shade  under  that  now. 

The  Chairman.  I  am  talking  about  children  population  now. 

Mr.  Ginsberg.  Oh,  well,  I  was  thinking  of  the  total  population. 

The  Chairman.  Just  your  child  population? 

Mr.  Ginsberg.  I  would  say  that  is  about  12  percent. 

The  Chairman.  Mr.  Cohen,  the  former  Secretary  of  HEW,  approxi- 
mately 21/2  years  ago,  advised  me  that  there  were  some  studies  that 
indicated  that  within  a  10-year  period  nationwide  we  might  have  as 
many  as  10  percent  of  the  total  child  population  on  AFDC.  You  are 
already  in  excess  of  that  in  New  York  City,  aren't  you? 
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Mr.  Ginsberg.  Yes,  I  would  think  the  Secretary's  judgement  was 
right  on  that.  There  is  no  question  that  AFDC  is  not  only  in  New 
York  but  nationally  by  far  the  fastest  growing  of  the  welfare  pro- 
grams. We  have  had  in  New  York  significantly  in  the  last  year  and 
particularly  in  the  last  6  months,  a  quite  substantial  decrease  in  the 
rate  of  increase. 

I  don't  mean  by  that  that  the  welfare  population  has  decreased  in 
absolute  numbers,  but  the  rate  of  increase  has  dropped  quite  sharply 
as  contrasted  to  our  own  suburban  communities  and  many  other  cities. 

I  think  you  are  certainly  right  that  if  existing  programs  continue, 
you  are  going  to  have  at  least  10  percent  of  the  children  on  AFDC, 
and  possibly  that  may  turn  out  to  be  a  conservative  estimate. 

The  Chairman.  It  is  my  recollection  from  figures  that  I  saw  some 
time  ago  in  New  York  City  in  December  of  1960  there  were  48.344 
AFDC  cases.  That  is  December  of  1960.  This  figure  had  increased  as 
of  December  1968  to  187,214,  an  increase  in  that  period  of  time  of 
287  percent. 

What  are  your  projections  with  respect  to  the  future  situation  in 
New  York  City  ?  In  the  next  8  or  10  years  will  the  increase  be  as  great 
as  over  the  last  8  or  10  years  ? 

Mr.  Ginsberg.  No,  I  believe  not,  Mr.  Chairman.  But  let  me  qualify 
that  in  the  beginning  by  saying  I  think  you  gentlemen  know  very  well 
that  the  state  of  the  art  in  this  field  is  a  very  limited  one.  These  agen- 
cies like  ours  and  other  welfare  departments  across  the  country  are 
provided  literally  nothing  in  funds  to  try  to  make  the  kind  of  esti- 
mates that  you  are  asking  for.  and  you  have  a  right  to  ask  for.  We  have 
no  funds  for  that  kind  of  research. 

I  have  said  elsewhere  that  the  Welfare  Department,  a  billion- 
dollar  operation,  was  run  like  a  comer  candy  store  in  that  respect.  So 

1  have  to  qualify  by  saying  the  truth  is  that  nobody  honestly  knows. 
But  we  did  make  some  predictions,  Commissioner  Goldberg  and  I  and 
our  colleagues,  about  a  year  ago,  that  there  would  be  a  substantial 
slowing  up  in  the  rate  of  increase  in  New  York  City.  Thus  far.  those 
predictions  seem  to  be  borne  out,  and  the  latest  figures  during  the  last 

2  months,  which  I  believe  are  September  and  October,  continue  to  sup- 
port this  trend. 

If  this  trend  continues,  then  I  would  expect  a  quite  substantial  re- 
duction in  the  kind  of  increase  that  New  York  has  been  facing,  but  I 
have  to  qualify  that.  I  said  I  am  not  an  economist,  but  I  do  read  about 
the  fact  that  in  order  to  curb  inflation,  the  unemployment  rate  is  ex- 
pected to  go  up  some. 

People  also  say,  you  know,  you  have  to  do  that  and  then  in  the  same 
speech  they  often  say  they  want  the  welfare  rolls  cut  clown.  Those  are 
incompatible  to  the  extent  that  for  policy  reasons  that  I  don't  fully 
understand,  the  country  makes  a  decision  it  is  going  to  have  to  accept 
a  higher  rate  of  unemployment. 

Let  me  tell  you  it  will  get  a  higher  rate  of  welfare,  so  when  you  ask 
me  what  will  happen  in  New  York,  I  would  have  to  know  what  the 
national  economic  policy  is  going  to  be.  how  that  is  going  to  affect 
New  York  City.  I  would  have  to  know  little  more  about  migration. 

A  lot  of  things  are  said  about  that,  but  by  people  whom  in  my  judg- 
ment are  not  very  knowledgeable  about  it.  Our  experience  is  very  clear. 
Migration  in  any  1  year — we  are  talking  about  blacks  and  Puerto 
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Ricans  into  New  York — is  not  a  significant  factor.  Less  than  2  per- 
cent of  the  population  that  go  on  welfare  each  year  have  lived  in  New 
York  for  less  than  1  year. 

But  if  you  take  it  over  a  period  of  years,  then  it  does  become  a  factor. 

Now.  if  you  have  the  present  discrepancy  in  welfare  rates,  that  is 
only  one  of  the  factors.  You  have  better  opportunities  for  jobs,  for 
health  care,  and  so  forth,  in  New  York  than  you  have  in  other  places, 
and  that  is  really  why  people  tend  to  come  to  New  York.  All  of  those 
could  have  an  effect. 

So  all  I  can  say,  given  the  present  set  of  circumstances,  is  I  would 
expect  a  continuation  of  the  f  alloff  in  the  rate  of  increase.  But  I  would 
have  to  qualify  it  by  the  kinds  of  factors  that  I  have  suggested  to  you. 

The  Chairman.  Mr.  Ginsberg,  in  this  period  of  time  between  De- 
cember 1960  and  December  1968  these  facts  occurred.  Let  me  just  read 
them  to  you,  if  I  may. 

During  this  period  of  relatively  high  economic  activity  that  we  have 
had  in  that  8  years  the  proportion  of  AFDC  mothers  who  were 
high  school  graduates  has  almost  doubled,  from  12  to  23  percent.  More- 
over, the  proportion  of  mothers  with  less  than  a  seventh-grade  educa- 
tion has  been  cut  in  half,  47.4  percent  of  the  total  caseload  to  22.7 
percent  in  1967. 

Likewise,  there  are  now  fewer  mothers  who  have  never  worked,  18 
percent  in  1968  as  compared  to  29.2  percent  in  1961,  and  over  twice  as 
many  women  have  had  commercial  and  sales  work  experiences,  18.2 
percent  in  1968  compared  to  7  percent  in  1961. 

Finally,  about  60  percent  of  the  publicly  assisted  mothers  with  pre- 
school children,  constituting  40  percent,  I  believe,  of  all  mothers  on 
welfare  in  New  York  City,  have  indicated  that  they  would  prefer  to 
work  rather  than  stay  home. 

Now,  in  view  of  these  seemingly  enhanced  potentials  for  work  and 
training  of  AFDC  mothers,  what  has  been  the  experience  in  New  York 
City  under  the  WIN  program  ? 

Mr.  Ginsberg.  I  would  like  Commissioner  Goldberg  to  comment,  but 
if  I  might  comment  on  the  first  part  of  that,  I  think,  first  of  all,  the 
fact  that  a  higher  proportion  of  them  are  high  school  graduates  should 
not  come  as  a  surprise. 

In  New  York  particularly,  and  elsewhere  I  believe,  there  is  a  higher 
proportion  of  people  who  now  go  to  high  school.  So  you  expect  just  by 
the  nature  of  it  that  such  would  be  true  of  more  welfare  recipients. 

Secondly,  as  to  the  fact  that  they  have  worked  part  time,  it  seems  to 
me  to  get  at  one  of  the  key  points  in  welfare  that  is  so  often  overlooked. 
The  notion  that  people  on  welfare  simply  come  on  and  stay  on  is  not  a 
valid  one.  It  is  an  on-and-off  kind  of  thing.  I  know  you  know  that, 
Mr.  Chairman,  but  a  good  deal  of  the  population  of  this  country 
doesn't. 

We  did  a  study  on  intergenerational  dependency ;  you  know,  whether 
you  are  on  from  one  generation  to  another.  It  didn't  get  much  atten- 
tion, maybe  because  it  didn't  come  out  very  high,  but  it  didn't.  These 
are  factors  that  the  committee  would  have  to  keep  in  mind. 

Specifically,  on  the  WIN  program,  Commissioner  Goldberg  would 
be  in  much  better  position  than  I  to  report  on  this. 

The  Chairman.  Thank  you. 

Mr.  Goldberg.  Mr.  Chairman,  we  were  assigned  80  percent  of  the 
New  York  State  slots,  and  it  came  to  8,400.  As  of  the  close  of  business 
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on  Friday  we  had  filled  95  percent  of  those  slots.  By  the  end  of  this 
year  I  would  assume  with  confidence  that  we  will  not  only  fill  what  we 
were  assigned.  , 

The  Chairman.  Does  that  mean  that  you  have  assessed  that  per- 
centage, or  just  what  does  that  mean  ? 

Mr.  Goldberg.  No,  sir.  We  have  assessed  far  more  than  that. 

The  Chairman.  How  many  have  you  actually  assessed? 

Mr.  Goldberg.  At  least  twice  that;  mothers  who  have  child-care 
needs  that  we  cannot  satisfy  at  this  moment,  or  are  in  a  suspended 
status  waiting  for  the  determination. 

The  Chairman.  Your  first  figure  of  percentage  had  to  do  with 
actual  referrals. 

Mr.  Goldberg.  Referrals  or  waiting. 

The  Chairman.  And  that  means  that  that  many  are  now  enrolled  in 
the  WIN  program  ? 

Mr.  Goldberg.  Some  of  these  are  being  held  in  a  hold  status  by  the 
State  until  they  can  slot  them  into  an  appropriate  training  program 
or  remedial  education  program. 

The  Chairman.  Do  you  have  information  on  how  many  are  actually 
participating  in  the  training  and  education  program? 

Mr.  Goldberg.  I  believe  that  actively  out  of  the  group  that  we  have 
involved,  sir,  there  are  some  6,300  actually  in  training  at  this  point, 
not  just  training  but  in  either  remedial  education  or  training. 

Mr.  Ginsberg.  Mr.  Chairman,  may  I  just  say  one  thing? 

With  8,400  slots  in  New  York  City,  our  mose  conservative  estimate 
on  AFDC  mothers — I  am  not  talking  about  other  categories — is  at 
least  that  a  third  of  them — some  people  say  two-thirds,  but  I  say  a 
third — would  like  to  work  if  jobs  are  there  and  take  this  training.  That 
is  about  55,000. 

Yet  the  total  allocation  is  8,400.  That  is  what  we  mean  when  we  talk 
about  the  necessity  of  greatly  expanding  these  programs  if  it  is  really 
going  to  make  a  dent. 

The  Chairman.  Let  me  make  it  quite  clear  I  have  no  thought  of  lead- 
ing you  or  any  other  local  or  State  program  administrator  through  the 
rigamarole  of  training  people  for  jobs  that  aren't  available  or  training 
them  for  something  that  isn't  in  the  nature  of  substantial  employment, 
that  wouldn't  pay  them  sufficiently  to  make  them  self-sustaining. 

But  I  get  so  many  letters  every  time  we  have  a  hearing  from  men 
and  women  who  are  heads  of  AFDC  families  that  ''nothing  in  the 
world  would  suit  us  more  than  to  have  education  and  training  for  a 
certain  job  that  is  available  to  us.  We  would  like  to  get  out  of  this. 
Don't  think  for  1  minute  that  we  prefer  to  stay  on  it.  We  want  off  it." 

Many  thousands  of  letters  like  that  come  to  me  every  time  we  have 
hearings,  and  I  feel  that  we  do  owe  them  this  obligation  to  make  it 
possible  for  them  to  get  into  the  workforce,  if  that  is  where  they  want 
to  be.  I  have  talked  to  others  who  have  gone  through  some  of  the  pro- 
grams that  have  been  set  up  for  training  by  the  so-called  "poverty 
program"  or  some  other  program,  either  Federal  or  State.  They  go 
through  training  with  high  hopes  that  there  will  be  something  at  the 
end  of  the  road  when  they  have  finished.  They  are  graduated,  2:0  out  and 
try  to  find  a  job,  and  they  find  there  is  no  such  job  in  existence  within 
I  he  community. 
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I  can  understand  the  great  disappointment,  but  surely  the  business 
community,  the  community  itself,  working  with  people  in  your  de- 
partment, working  with  people  at  the  Federal  level,  can  coordinate 
the  situation  and  find  people  who  want  to  work  and  jobs  suitable 
for  those  people  who  want  to  work  after  they  are  trained. 

I  cannot  see  why  we  can't  solve  a  problem  if  we  can  put  somebody 
on  the  moon. 

Mr.  Goldberg.  Mr.  Chairman,  might  I  make  a  comment  related  to 
this? 

One  of  the,  I  think,  still  open  questions  about  the  WIN  program — 
and  it  is  too  early  yet,  and  I  am  not  in  any  sense  prejudging  it — re- 
lates to  its  ability  to  produce  what  you  talk  about  at  this  point.  In 
other  words,  having  gone  through  this  training  experience  or  this 
remediation  experience  or  the  institutional  training  experience,  what 
comes  out  the  other  end  in  the  way  of  a  real  job  and  at  what  salary — 
and  I  think  that  is  one  of  the  things  that  obviously  has  to  be  looked 
at. 

One  of  the  things  that  we  have  some  concerns  about  in  the  city  is 
that  there  are  some  people  having  a  sense  that  this  may  be  another 
one  of  those  training  experiences  that  doesn't  go  anywhere.  One  of  the 
critical  issues  will  be  what  does  come  out  the  other  end  of  that. 

The  Chairman.  But  I  just  wonder  if  this  statement  that  I  made  a 
moment  ago  is  right,  that  there  are  people  who  are  actually  possessed 
of  training  already  on  the  welfare  rolls. 

Mr.  Ginsberg.  Yes ;  there  are  people.  There  are  people  who  have  had 
training,  and  for  a  variety  of  reasons  do  not  fit  into  a  job.  These  people 
often  have  certain  kinds  of  records  in  their  past.  We  have  been  working 
with  industry,  government,  everybody  else  to  give  them  a  chance,  be- 
cause if  you  don't,  the  consequences  are  obvious.  But  in  other  cases  a 
great  many  people  who  are  on  welfare  simply  are  not  qualified  at 
this  stage  of  the  game  for  the  kinds  of  technical  jobs  that  are  necessary. 

So  it  is  a  combination  of  both  of  these,  because  we  agree  with  you 
wholeheartedly,  that  nothing  is  worse  than  to  go  through  a  training 
program  in  good  faith  and  come  out  and  then  find  nothing  at  the  end. 

The  Chairman.  Certainly  we  can  arrange  a  situation,  if  we  are 
smart  enough  to  put  a  man  on  the  moon,  where  that  is  not  the  end 
result  in  all  of  these  cases. 

Mr.  Ginsberg.  Mr.  Chairman,  I  would  simply  say  that  I  think  that 
when  the  man  on  the  moon  came,  this  Government  decided  that  that 
was  a  worthy  objective,  and  was  going  to  get  there  regardless  of  costs 
and  other  factors. 

The  Chairman.  When  are  we  going  to  make  up  our  minds  that  it 
is  going  to  be  a  worthy  objective  to  help  people  to  help  themselves? 

Mr.  Ginsberg.  I  hope  that  this  committee  will  declare  where  we 
should  go  on  that.  That  is  exactly  what  has  to  be  done. 

The  Chairman.  Now  let  me  change  the  subject  a  little  bit. 

In  order  that  you  may  understand  my  position  completely,  I  have 
always  in  the  past  opposed  the  idea  of  requiring  the  States  to  enlarge 
the  AFDC  program  to  include  the  father,  when  the  father  is  not  em- 
ployed. I  did  support  the  legislation  that  gave  the  States  the  right,  if 
they  wanted  to,  to  include  those  families,  but  I  did  not  think  that  we 
should  be  imposing  our  judgment  upon  all  of  the  States,  unless  they 
wanted  to  follow  our  lead. 
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Now,  I  could  have  been  wrong  then.  I  am  trying  to  find  out  which 
is  the  better  course  now.  .  . 

I  know  one  of  the  main  arguments  made  in  favor  of  the  adminis- 
tration's bill  in  that  respect  is  that  in  covering  both  families  with 
unemployed  fathers  and  families  of  the  working  poor,  that  we  are 
removing  a  major  reason  for  family  breakup  and  dissolution.  That  is 
the  argument  that  is  made  in  behalf  of  it. 

Let  me  look  to  your  own  jurisdiction.  You  are  one  of  the  few  juris- 
dictions in  the  United  States— that  is,  New  York  State  is— where 
assistance  has  been  available  for  both  of  these  types  of  families. 

Mr.  Ginsberg.  That  is  right. 

The  Chairman.  What  has  been  the  effect  of  these  programs  on  the 
nature  of  your  AFDC  rolls?  Is  it  a  fact  that  there  has  been  a  very 
large  increase  in  deserted  wives  in  AFDC  cases  in  New  York  City  in 
recent  years  ? 

Mr.  Ginsberg.  Yes ;  there  has  been  a  very  substantial  increase. 

The  Chairman.  How  do  you  explain  that,  in  the  light  of  the  argu- 
ment that  is  made  for  the  compulsory  coverage  of  the  unemployed 
father '? 

I  know  it  is  not  just  in  New  York  City.  I  have  statistics  in  other 
States  where  the  same  facts  exist,  that  after  you  include  the  unem- 
ployed father,  you  find  that  still  the  percentage  increase  of  wives  on 
AFDC  because  of  desertion  has  gone  up. 

Mr.  Ginsberg.  Well,  let  me  say  that  the  problem  one  has  with  this 
is  the  tendency  in  this  country  to"  find  one  approach  and  say  that  is  the 
solution. 

I  don't  think  that  the  AFDC-TJP  mandatory  program,  which  I 
believe  in  completely,  should  be  sold  only  on  the  basis  that  if  you  pass 
this  program,  you  are  going  to  cut  substantially  down  on  the  desertion 
rate.  In  my  judgment,  that  is  only  one  of  the  factors  that  operate  here. 

There  is  a  simple  equity,  Mr.  Chairman,  that  is  also  involved  in 
here.  It  seems  to  me  that  from  a  standpoint  of  public  policy  that  this 
country  cannot  continue  a  policy  where  after  the  man-in-house  rule 
of  the  Supreme  Court,  which  I  agree  with,  that  you  have  one  standard 
for  the  family  with  a  man  living  in  the  house  with  the  kids,  not  mar- 
ried, and  another  for  the  family  that  is  legally  married.  For  the  intact 
family,  we  do  not  provide  support. 

The  Chairman.  I  am  not  arguing  that. 

Mr.  Ginsberg.  I  say  that  is  one  of  the  arguments,  aside  from  the 
one  that  you  have  made. 

One  must  ask  to  what  extent  has  having  the  program  in  New  York 
reduced  the  rate  at  which  desertion  might  otherwise  have  taken  place? 
I  cannot  give  you  a  specific  answer. 

There  is  a  good  deal  of  discussion  about  what  is  called  fiscal  aban- 
donment, for  want  of  a  better  term.  It  has  become  very  popular.  That  is 
when  the  father  or  husband  leaves  the  family,  but  continues  a  relation- 
ship with  the  family.  He  has  a  low-paying  job,  the  mother  gets  welfare, 
and  the  combined  income  is  obviously  better  than  if  they  stayed 
together. 

There  are  many  speeches  made  on  that  subject,  Mr.  Chairman.  The 
truth  is,  nobody  knows  the  extent  of  such  practices.  I  notice  one  of  the 
reports  said  about  3  percent.  Nobody  knows  that. 
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We  have  had  a  request  for  a  study  in  for  about  8  months  here  in 
Washington.  It  is  a  very  tough  one,  technically ;  because  if  you  go  in 
and  ask  a  man,  "Did  you  desert  your  family  to  get  more  money.''  you 
are  not  likely  to  get  overwhelming  response.  There  are  serious  technical 
problems. 

There  is  no  question  in  our  judgment  but  that  this  happens  to 
some  extent.  To  what  extent,  I  don't  know. 

But  you  have  to  look  at  desertion  beyond  just  the  possible  fiscal 
notice.  That  is  a  factor,  but  there  has  been  a  significant  increase  in  the 
breakup  of  unions  in  other  than  welfare  families  in  this  country. 

The  Chairman.  But  what  I  am  getting  at  is  the  validity  "of  the 
argument  that  is  made  for  the  proposal. 

I  don't  think  there  is  any  justification  for  concluding  that  you  will 
have  fewer  family  breakups  if  you  require  all  the  States,  and  there 
may  be  other  reasons  for  doing  it,  but  not  this  reason,  for  requiring 
all  the  States  to  include  the  unemployed  father  for  aid  to  families 
with  dependent  children. 

That  is  all  I  am  trying  to  get  at. 

Mr.  Ginsberg.  I  think  you  will  have  some  fewer.  Whatever  the 
rate  is,  I  think  without  having  this,  the  rate  would  be  higher.  How 
much  higher,  how  I  could  document  what  I  am  saying  to  you,  I  don't 
know. 

We  are  again  here  in  an  area  of  impressions  and  feelings.  I  think 
that  one  of  the  factors  that  leads  to  family  breakup  is  a  situation  where 
an  unemployed  parent  does  have  to  get  out  of  the  house  in  order  for 
the  family  to  get  assistance,  but  I  don't  believe  ;t  is  the  sole  factor  by 
any  means. 

The  Chairman.  Even  where  he  does  not  have  to  get  out  of  the  Louse 
to  get  his  children  taken  care  of,  apparently  he  is  still  doing  it  in  an 
increasing  percentage. 

Mr.  Ginsberg.  I  am  saying  some  of  them  will.  I  am  simply  saying 
that  the  number  that  would,  would  be  even  greater  if  you  did  not 
have  that  kind  of  a  program. 

The  Chairman.  That  is  not  borne  out.  I  will  show  you  the  statistics 
from  my  own  State,  which  does  not  include  the  unemployed  father. 

Mr.  Ginsberg.  But,  Mr.  Chairman,  you  would  agree  that  there  might 
well  be  other  factors  that  operate  there,  beyond  that  particular  one. 

The  Chairman.  There  could  be,  but  I  am  talking  about  the  validity 
of  these  myths  and  platitudes  that  we  commonly  use,  particularly  in 
tlrs  area,  to  justify  another  step  forward. 

I  don't  mind  taking  steps,  but  I  want  to  be  certain  that  I  have  the 
proper  reason  for  doing  it,  and  not  a  bunch  of  platitudes  and  incorrect 
analyses. 

Mr.  Ginsberg.  I  agree  with  that. 

The  Chairman.  Another  thing  that  people  all  over  the  country 
think  about  welfare  is  that  you  had  this  great  increase  in  the  numbers 
of  mothers  on  welfare  because  some  person,  or  they  altogether  have 
had  children  without  benefit  of  wedlock. 

That  is  not  the  reason  in  New  York  for  the  increase  in  your 
numbers  ? 

Mr.  Ginsberg.  ISTo,  it  is  not.  It  is  a  factor,  but  not  an  important  one. 
The  Chairman.  It  is  probably  the  least  of  the  factors. 
Let  me  just  refresh  this  bit  of  statistics  for  you. 
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Between  1961  and  196S.  marital  status  of  New  York  City's  AFDC 
women  changed  considerably.  The  number  of  AFDC  women  whose 
husbands  had  deserted  them  rose  from  12,138  cases  in  1961  to  52,855 
cases  in  1967. 

Now,  that  is  a  335-plus-percent  increase,  as  compared  with  the  total 
caseload  increase  of  159.7  percent  between  1961  and  1967. 

The  number  of  cases  of  deserted  wives  and  wives  separated  without 
court  decrees  was  15,457  in  1961;  63,185  in  1967;  79,147  in  1968.  Thus, 
between  1961  and  1968,  the  cases  of  deserted  or  informally  separated 
wives  soared  by  512  percent,  as  compared  with  the  total  caseload 
increase  of  234.7  percent. 

By  comparison,  the  never  married  category  increased  by  133  percent 
between  1961  and  1968. 

Desertion  of  the  family  by  the  father  is  apparently  one  of  the  major 
reasons  for  your  increase  in  New  York  City. 

Mr.  Ginsberg.  Yes. 

The  Chairman.  It  is  not  merely  a  factor.  It  is  a  major  cause. 

Mr.  Ginsberg.  Yes,  I  would  agree  that  is  a  very  significant  factor. 
We  have  said  that  quite  clearly,  that  that  is  a  very  significant  factor. 

The  Chairman.  So  you  cannot  say  that  it  is  the  lack  of  the  father 
being  included  for  public  assistance  because  he  is  unemployed.  That  is 
not  the  sole  factor. 

Mr.  Ginsberg.  No,  it  is  not,  by  no  means. 

The  Chairman.  You  take  care  of  New  York  City. 

Mr.  Ginsberg.  It  is  by  no  means  the  sole  factor.  We  have  said  it  is 
only  one  of  the  factors,  and  there  is  a  lot  of  rhetoric  in  welfare  that 
if  you  do  this  or  that,  the  whole  problem  is  going  to  go  away,  and  it  is 
not. 

The  Chairman.  I  am  trying  to  get  at  the  basic  facts.  I  can  only 
make  a  decision  and  I  can  only  propose  something,  so  far  as  I  am  indi- 
vidually concerned,  to  the  Members  of  the  House  when  I  have  facts, 
and  I  can  substantiate  it,  but  I  cannot  do  these  things  on  the  basis  of 
some  of  the  specious  arguments  that  have  been  made  in  the  past  to 
justify  some  of  these  steps. 

I  am  sorry  I  have  taken  all  this  time. 

Mr.  Ginsberg.  That  is  quite  all  right. 

The  Chairman.  Would  you  be  back  at  2  o'clock  when  the  committee 
resumes  ? 

Mr.  Ginsberg.  Yes,  I  would  be  delighted  to. 

The  Chairman.  Without  objection,  then,  we  will  resume  with  Mr. 
Ginsberg  and  Mr.  Goldberg  at  2  o'clock,  in  this  chamber. 

(Whereupon,  at  12  :25  p.m.,  the  committee  recessed,  to  reconvene  at 
2  p.m.,  the  same  day.) 

Afternoon  Session 

Mr.  Gibbons  (presiding) .  The  committee  will  come  to  order. 
Air.  Ginsberg,  we  are  glad  to  have  you  back  in  the  chair. 
I  am  not  sure  that  any  members  of  the  committee  have  questions 
for  you. 

I  would  say  I  regret  that  I  had  to  miss  your  testimony  this  morning 
I  was  in  another  committee,  and  was  unable  to  make  this  one. 
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I  see  you  have  a  distinguished  Floridian  on  your  staff  back  there, 
a  man  whom  I  have  met  and  known  before.  We  are  glad  to  have  him 
here  with  us,  too. 

Mr.  Byrnes,  do  you  have  any  questions  ? 

Mr.  Byrnes.  I  have  no  questions. 

Mr.  Gibbons.  Mr.  Ginsberg,  the  people  who  want  to  ask  you  ques- 
tions are  unavoidably  detained.  We  regret  it.  If  you  have  nothing  else 
to  say,  we  will  let  you  depart  in  peace. 

Mr.  Ginsberg.  Thank  you  very  much.  Mr.  Goldberg  and  I  both  ap- 
preciate this.  Thank  you  for  the  opportunity  to  testify. 

Mr.  Gibbons.  The  American  Public  Welfare  Association,  Dr.  Eoy 
S.  Nicks,  president,  and  other  members. 

Will  you  please  come  forward.  Before  you  start,  will  this  be  a  panel 
type  discussion  ? 

STATEMENT  OF  DR.  ROY  S.  NICKS,  PRESIDENT,  AMERICAN  PUBLIC 
WELFARE  ASSOCIATION;  ACCOMPANIED  BY  GUY  R.  JUSTIS, 
DIRECTOR,  AND  CHARLES  F.  WHITTEMORE,  REPRESENTING 
EXECUTIVE  COMMITTEE,  NATIONAL  COUNCIL  OF  STATE  WEL- 
FARE ADMINISTRATORS 

Dr.  Nicks.  Mr.  Chairman,  I  would  like  to  make  a  statement,  and 
then,  if  time  permits,  one  other  member  would  like  to  make  a  brief 
statement. 

Mr.  Gibbons.  All  right,  sir.  Then  suppose  you  identify  yourself  for 
the  record,  and  if  you  have  a  formal  statement,  you  may  proceed  as 
you  wish. 

Dr.  Nicks.  Thank  you,  Mr.  Chairman.  My  name  is  Koy  S.  Nicks.  I 
am  the  vice  president  of  the  Memphis  State  University  in  Memphis, 
Tenn.  I  appear  before  you  today  in  my  capacity  as  president  of  the 
American  Public  Welfare  Association. 

While  I  have  no  present  program  responsibilities  in  the  field  of 
public  welfare,  I  served  as  the  commissioner  of  the  Tennessee  State 
Department  of  Public  Welfare  from  1963  to  1966,  and  I  continue  to 
maintain  an  active  interest  in  the  problems  and  objectives  of  this  im- 
portant area  of  public  service. 

With  me  today,  on  my  right  I  have  Mr.  Guy  Justis,  who  is  the  direc- 
tor of  the  American  Public  Welfare  Association.  On  my  left  I  have 
Mr.  Charles  Whittemore,  who  is  representing  the  executive  committee 
of  the  National  Council  of  State  Welfare  Administrators.  Mr.  Whitte- 
more is  commissioner  of  health  and  welfare  for  the  State  of  New 
Hampshire. 

The  membership  of  the  association  consists  primarily  of  State  and 
local  departments  of  public  welfare  and  the  personnel  who  work  in 
public  welfare  programs. 

Our  purpose  is  to  give  leadership  for  the  improvement  of  programs 
and  practices  in  the  filed  of  public  welfare  throughout  the  country. 
To  that  end,  our  board  of  directors  adopts  positions  on  issues,  which 
will  be  reflected  in  my  remarks  here  today. 

Our  association  is  deeply  concerned  with  the  widely  proclaimed 
shortcomings  of  the  present  public  welfare  system.  Some  complain 
that  the  costs  are  too  high,  others  that  the  assistance  is  too  low.  The 
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common  dissatisfaction  finds  expression  in  such  terms  as  "bankrupt," 
"degrading,"  "inadequate,"  and  "colossal  failure." 

Against  this  background,  a  number  of  legislative  proposals  are  un- 
der consideration  by  your  committee,  most  prominent  of  which  is  the 
one  sponsored  by  the  administration,  embodying  the  family  assistance 
plan.  We  are  pleased  to  have  this  opportunity  to  offer  our  comments 
on  these  proposals. 

First,  I  want  to  express  our  endorsement  of  the  major  features  of  the 
family  assistance  plan  as  being  in  general  agreement  with  the  ob- 
jectives of  our  association. 

Specifically,  we  support  the  participation  of  the  Federal  Govern- 
ment in  assistance  for  the  working  poor;  the  establishment  of  a  na- 
tional minimum  standard  of  assistance,  and  uniform,  simplified  pro- 
cedure for  application  and  eligibility  determination;  the  elimination 
of  certain  complex  and  restrictive  conditions  of  eligibility ;  and  work 
incentives  and  training  and  employment  opportunities  for  recipients 
of  and  applicants  for  assistance. 

THE  ORIGINS  OF  THE  PRESENT  SYSTEM 

Before  going  into  further  detail  on  these  proposals,  I  believe  it 
might  be  useful  to  review  briefly  some  of  the  factors  that  have  given 
shape  and  substance  to  the  present  system.  The  enactment  of  the  pub- 
lic assistance  titles  of  the  Social  Security  Act  in  1935  constituted  one 
of  the  great  landmarks,  not  only  in  social  welfare,  but  also  in  the  wider 
range  of  Federal- State  relations. 

The  only  comparable  measure  is  the  Federal  land  grants  to  States 
for  education  and  the  charitable  institutions.  While  the  newer  mech- 
anism of  conditional  money  grants  had  grown  out  of  the  land  grants 
and  had  already  been  utilized  for  a  number  of  years  for  such  purposes 
as  higher  education,  highways,  vocational  education,  and  vocational 
rehabilitation,  the  advent  of  the  public  assistance  categories  marked 
a  quantum  step  in  the  application  of  this  device  to  the  solution  of  a 
national  problem. 

The  underlying  assumption  of  the  public  assistance  categories  is 
that  basic  responsibility  for  providing  assistance  to  persons  in  need 
rests  with  the  States  and  the  localities.  Under  the  public  assistance 
titles,  the  Federal  Government  offers  to  match  State  expenditures  up 
to  a  point  for  the  assistance  of  persons  in  certain  defined  categories 
of  need. 

In  the  beginning,  the  common  characteristic  of  persons  in  these 
categories — initially  OAA,  AB,  and  ADC — was  that  they  were  con- 
sidered to  be  outside  the  labor  market.  Thus,  they  constituted  a  special 
class  of  dependents  for  whose  support  the  States  were  offered  a  help- 
ing hand. 

The  Federal  Government  attached  certain  conditions  to  these  funds, 
such  as  the  requirements  for  statewideness,  fair  hearings,  and  later, 
for  a  merit  system.  But  the  levels  of  assistance  and  conditions 
of  eligibility  were  in  the  main  considered  to  be  matters  for  State 
determination. 

In  the  absence  of  Federal  standards  in  these  particulars,  the  States 
generally  folded  into  their  new  plans  many  of  the  restrictive  features 
of  their  old  poor  laws,  such  as  requirements  on  liens  and  recovery, 
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responsibility  of  relatives  beyond  the  first  degree,  and  durational 
residence,  and  they  have  evolved  a  wide  range  of  assistance  levels 
which  bear  some  relationship  to  fiscal  capacity,  but  which  in  many 
instances  do  not  meet  any  reasonable  test  of  adequacy. 

Since  the  Federal  categories  were  set  up  to  assist  those  in  need,  a 
means  test  was  essential,  but  there  was  no  work  test,  because  the  pro- 
gram was  not  intended  for  those  considered  employable. 

Over  the  years,  as  Federal  contributions  have  increased,  the  Fed- 
eral Government  has  extended  the  exercise  of  its  regulatory  authority, 
in  some  instances  beyond  what  the  States  deem  proper.  But  it  still 
recognizes  that  there  are  limits,  to  the  dismay  of  some  critics,  who 
seem  to  forget  that,  in  theory,  at  least,  a  State  still  has  a  choice  as  to 
whether  or  not  it  will  participate  at  all. 

For  example,  one  State  did  not  adopt  the  ADC  program  until  1953, 
and  does  not  yet  participate  in  Aid  to  the  Permanently  and  Totally 
Disabled. 

In  the  last  analysis,  the  only  sanction  available  to  the  Federal  Gov- 
ernment for  the  enforcement  of  the  statutory  or  regulatory  provisions 
of  the  public  assistance  categories  is  the  withholding  of  matching 
funds,  which  is  too  drastic  to  be  fully  effective. 

Under  the  present  system,  with  the  first  responsibility  remaining 
with  the  States,  the  Federal  participation  in  public  assistance  has 
enabled  most  States  to  maintain  a  much  better  level  of  assistance  for 
those  who  come  within  the  categorical  definitions  than  would  other- 
wise have  been  possible. 

But,  by  the  mere  omission  of  assistance  for  some  groups,  as  much 
as  by  the  inclusion  of  others,  the  Federal  Government  intervenes  in 
shaping  the  total  welfare  program  of  a  State.  The  State  is  motivated 
to  give  priority  in  the  allocation  of  its  resources  to  those  programs 
that  bring  a  Federal  matching  return. 

The  argument  can  be  made  that  Federal  matching  in  one  program 
frees  State  money  for  another.  In  practice,  however,  a  State  may 
spend  so  much  for  its  "non-Federal"  share  in  the  matched  categories 
that  other  purely  State  services  are  held  back,  with  the  result  that  the 
unbalanced  Federal  programs  are  reflected  in  unbalanced  State 
programs. 

These  pressures  operate,  for  example,  with  respect  to  general  as- 
sistance and  foster  care.  Until  recent  years  they  also  affected  the 
development  of  social  services  and  the  efforts  that  some  States  have 
made  toward  job  training  of  assistance  recipients.  As  we  use  the  term, 
these  activities  all  come  under  the  heading  of  public  welfare. 

We  believe  that  Federal  financial  participation  in  public  welfare 
should  be  so  designed  that  it  enables  and  encourages  a  State  to  main- 
tain a  balanced  and  comprehensive  program  that  meets  the  needs  of 
all  who  require  its  assistance  and  services. 

Although  the  family  assistance  plan  would  commit  the  Federal 
Government  for  the  first  time  to  make  available  minimum  income 
for  all  families  with  children,  this,  too,  would  be  woven  into  the 
same  Federal-State  network  of  the  present  system. 

While  there  would  be  full  Federal  financial  and  administrative 
responsibility  for  the  basic  payment,  the  States  would  be  required  to 
make  a  supplementary  payment  sufficient  to  maintain  the  present 
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AFDC  level,  or  to  pay  to  the  Federal  Treasury  one-half  of  what 
would  have  been  the  AFDC  cost. 

But  if  a  State  should  refuse  to  make  this  supplementary  payment, 
what  leverage  could  be  brought  to  bear?  The  answer  is  clear.  The 
cost  would  be  deducted  from  the  Federal  share  of  such  other  programs 
as  the  adult  public  assistance  categories,  medicaid,  social  services,  and 
child  health  and  welfare. 

Heretofore  a  State  has  been  free  to  refrain  from  participating  in 
any  or  all  of  these  programs,  and  would  lose  nothing  at  all  thereby, 
except  payments  under  those  programs  it  stayed  out  of. 

Under  the  FAP  proposal,  the  Federal  Government  would  penalize 
a  State  by  holding  back  funds  from  one  program  that  a  State  elects 
to  participate  in  to  make  up  for  its  share  in  another  program  that  it 
had  rejected — if  it  should  ever  happen  that  a  State  decided  not  to 
participate  in  the  FAP. 

Presumably,  a  State  would  still  have  the  choice  of  withdrawing 
from  all  of  these  other  programs.  In  such  an  unlikely  event,  a  neat 
question  in  Federal-State  relations  might  arise,  as  to  how  far  the 
Federal  Government  would  go  in  pursuing  the  State  dollar. 

We  do  not  anticipate  that  a  State  would  actually  withdraw  from 
these  programs,  but  it  is  useful  to  keep  in  mind  the  original  premise 
upon  which  this  Federal  financing  rests. 

We  believe  the  grant-in-aid  mechanism  has  a  potential  for  even 
further  development  and  application,  which  can  be  most  construc- 
tively realized  if  we  understand  how  it  works. 

These  comments  are  not  intended  to  be  critical  of  the  FAP  pro- 
posal, but  we  do  confess  to  some  uncertainty  as  to  the  points  at  which 
the  Federal  and  State  powers  and  responsibilities  would  touch 
bottom. 

OBJECTIVES  FOR  A  PUBLIC  WELFARE  PROGRAM 

The  primary  concern  of  our  association  has  been  the  development 
of  a  public  welfare  system  that  recognizes  and  responds  to  contem- 
porary requirements.  Accordingly,  we  have  formulated  a  number  of 
objectives  designed  to  attain  that  purpose. 

In  the  current  air  of  reform  and  confrontation,  perhaps  we  should 
present  our  recommendations  with  apology,  because  there  is  nothing 
in  them  that  we  have  not  said  many  times  before.  They  would  apply 
equally,  regardless  of  the  source  of  funds  or  the  level  of  administra- 
tive authority. 

From  our  long-held  positions,  we  have  selected  the  following  points 
to  which  we  refer  in  making  an  evaluation  of  any  proposal  to  improve 
or  reform  the  public  welfare  system : 

Financial  assistance  at  an  adequate  level  should  be  available  to  all 
persons  in  need,  with  standards  set  by  the  National  Government. 

Arbitrary  and  artificial  categories  of  assistance  should  be  abolished. 

Reasonable  exemptions  of  earned  income  as  an  incentive  to  em- 
ployment should  be  established  on  a  uniform  basis  for  all  persons  re- 
ceiving assistance. 

Public  welfare  programs  should  be  administered  in  such  away  as 
to  insure  in  practice  that  personal  rights,  dignity,  responsibility,  apd 
independence  are  respected.  The  procedure  for  determining  eligibility 
should  be  made  as  simple  as  possible. 
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Eestrictive  eligibility  provisions  should  be  prohibited  with  respect 
to  citizenship,  durational  residence,  property  liens  (requiring  repay- 
ment during  the  recipient's  lifetime  for  assistance  legally  paid),  and 
financial  responsibility  of  relatives  (except  of  parents  for  minor  chil- 
dren, and  a  spouse  for  a  spouse) . 

A  fundamental  position  of  our  association  has  always  been  that 
social  security  should  be  the  basic  income  maintenance  system.  We 
believe  that  as  far  as  possible,  through  extended  coverage  and  in- 
creased benefit  levels,  this  should  be  the  mechanism  for  assuring  an 
adequate  income  to  American  citizens. 

Thus,  while  we  favor  the  establishment  of  a  minimum  floor  for  pub- 
lic assistance,  such  as  $90  a  month  for  the  adult  categories,  as  proposed 
by  the  President,  we  believe  that  the  same  floor  should  also  be  estab- 
lished for  social  security  benefits. 

At  the  same  time,  we  recognize  that  it  is  probably  not  feasible  to 
extend  this  coverage  to  include  the  working  poor  or  the  AFDC  fam- 
ilies. Therefore,  we  believe  that  the  President's  family  assistance  plan 
offers  a  workable  alternative. 

While  in  its  present  form  it  is  inadequate  in  a  number  of  respects, 
it  would  constitute  a  base  upon  which  improvements  could  be  built. 

SHOULD  PUBLIC  WELFARE  BE  FEDERALIZED? 

In  reaction  to  the  ever-rising  costs  to  States  and  localities,  together 
with  the  general  discontent  with  the  inequities  and  inadequacies  of  the 
present  system,  there  is  a  strong  and  growing  body  of  opinion  that  the 
Federal  Government  should  assume  full  responsibility  for  the  financ- 
ing and  administration  of  public  welfare  programs.  In  fact,  a  sub- 
stantial number  of  State  welfare  administrators  have  endorsed  this 
view. 

Although  our  association  does  not  have  special  competence  to  advise 
on  all  of  the  considerations  involved  in  this  issue,  we  are  persuaded 
that  the  Federal  GoArernment  must,  in  some  way,  carry  a  much  greater 
portion  of  public  welfare  costs. 

But  before  a  decision  is  made  to  move  to  outright  Federal  adminis- 
tration, there  are  a  number  of  questions  that  we  believe  should  be  con- 
sidered, such  as  the  following : 

Is  it  sound  public  policy  for  the  Federal  Government  to  completely 
take  over  traditional  State  and  local  functions  when  they  become  large 
and  complex? 

Should  this  philosophy  apply  only  to  public  welfare,  or  to  Govern- 
ment services  generally? 

How  many  areas  of  State  and  local  governmental  activity  these  days 
would  fail  to  meet  some  test  of  a  national  interest  ? 

Would  it  be  better  for  the  Federal  Government  to  seek  new  ways  of 
cooperating  with  the  States,  to  assist  and  enable  them  to  perform  these 
functions  more  effectively? 

What  would  a  federalized  program  be  like  ? 

Would  it  simply  mean  shifting  the  burden  of  the  existing  programs 
off  the  backs  of  the  States  ? 

Or  would  it  also  overcome  the  current  inequities  and  inadequacies, 
which  would  multiply  the  total  cost,  all  of  which  would  rest  on  the 
Federal  Government? 
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Would  there  still  be  a  food  stamp  program  in  the  Department  of 
Agriculture,  and  an  Emergency  Food  and  Medical  Services  program 
in  the  Office  of  Economic  Opportunity,  or  would  there  be  a  single  com- 
prehensive program  ? 

AN  ALTERNATIVE  PROPOSAL 

Our  association  has  looked  with  favor  upon  the  proposal  set  forth 
in  the  1966  report  of  the  Advisory  Council  on  Public  Welfare,  which 
was  appointed  by  the  Secretary  of  HEW  in  accordance  with  the  pro- 
visions of  the  1962  Social  Security  Amendments. 

That  report  calls  for  the  establishment  of  a  national  standard  of 
assistance,  and  the  abolition  of  the  existing  PA  categories.  The  only 
eligibility  test  would  be  the  need  of  the  individual  or  family.  Every- 
one, including  the  working  poor,  would  receive  assistance  if  their 
income  fell  beloAv  the  national  standard. 

The  unique  feature  of  that  proposal,  however,  is  the  method  of 
financing.  Instead  of  the  Federal  Government  paying  the  first  dollar, 
as  would  be  the  case  under  the  FAP,  each  State  would  first  pay  an 
amount  related  to  its  fiscal  capacity  as  determined  by  per  capita 
income.  The  Federal  Government  would  then  pay  100  percent  of  the 
remaining  cost  of  bringing  the  assistance  payments  up  to  the  estab- 
lished national  standard. 

We  continue  to  regard  this  proposal  as  having  substantial  merit, 
and  we  commend  it  to  the  consideration  of  your  committee. 

THE  PRESIDENT'S  PROPOSAL:  THE  FAMILY  ASSISTANCE  PLAN 

The  establishment  of  national  minimum  standards  for  all  recipients 
of  assistance  and  the  coverage  of  the  working  poor  are  the  key  features 
in  the  administration's  proposal.  They  are  consistent  with  objectives 
we  have  long  advocated,  and  we  are  pleased  to  lend  our  endorsement. 

We  are  especially  encouraged  to  see  for  the  first  time  an  official 
proposal  for  a  commitment  of  Federal  responsibility  for  the  largest 
remaining  uncovered  segment  of  the  great  noncategory  of  general 
assistance.  If  this  is  adopted,  all  that  would  remain  without  Federal 
coverage  would  be  childless  adults  under  the  age  of  65  who  are  not  dis- 
abled or  blind.  WTe  think  that  coverage  should  be  extended  to  include 
them,  as  well. 

But  we  have  observed  that  progress  in  this  direction  comes  gradu- 
ally, and  never  under  the  name  of  general  assistance.  The  establish- 
ment of  the  aid  to  the  disabled  category  in  1950  was  the  first  big  step, 
and  later  came  AFDC  for  unemployed  fathers.  In  time  we  expect  the 
Federal^  Government  will  bit  by  bit  back  into  a  full  coverage  of  gen- 
eral assistance. 

We  are  aware  that  no  claim  of  full  adequacy  is  made  for  the  pro- 
posed FAP  level  of  benefits.  At  the  same  time,  it  would  mean  an 
improvement  for  those  of  the  working  poor  who  receive  no  assistance 
at  all.  It  would  also  be  an  improvement  for  those  recipients  of  AFDC 
in  States  which  are  below  the  FAP  level. 

For  recipients  in  States  which  pay  a  level  higher  than  the  FAP, 
which  are  the  great  majority,  the  main  advantage  would  be  that  the 
income  "disregards"  would  enable  a  few  additional  families  to  receive 
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assistance.  Needy  families  with  unemployed  fathers  would  also  be 
eligible  for  assistance  in  all  States,  which  we  fully  endorse. 

One  major  concern  we  have  is  that  this  measure  would  do  very  lit- 
tJe  to  reduce  the  great  disparities  in  levels  of  assistance  among  the 
States.  On  the  contrary,  it  would  actually  encourage  a  freezing  of  the 
existing  levels  in  most  States. 

While  the  Federal  Government  would  reimburse  the  full  cost  of 
any  State  supplementation  that  exceeds  90  percent  of  what  it  would 
have  spent  under  the  present  system,  there  would  be  no  reimbursement 
whatever  for  any  increase  a  State  might  make  in  the  supplementation 
above  the  present  level. 

Much  has  been  made  of  the  defects  of  the  present  system.  Among  the 
most  glaring  is  the  gross  variation  in  levels  of  assistance  among  the 
States.  The  least  that  might  be  expected  of  any  serious  proposal  for 
reform  is  that  these  inequities  would  not  be  locked  in. 

Similarly,  while  the  built-in  incentive  for  family  breakup  in  AFDC 
would  be  reduced,  it  would  not  be  eliminated.  There  would  be  no  Fed- 
eral requirement  for  a  State  to  supplement  the  income  of  a  working- 
poor  family  to  bring  it  up  to  the  AFDC  level,  and  there  would  be  no 
Federal  participation  in  the  cost  if  it  did. 

This  differential  between  the  working  poor  and  the  other  FAP 
beneficiaries  would  be  somewhat  mitigated  by  the  fact  that  a  working 
poor  family,  be  definition,  has  some  earned  income. 

The  greater  and  more  serious  disparity  would  be  the  continuing 
ineligibility  of  the  working  poor  for  medicaid. 

The  determination  of  adequacy  of  assistance  is  a  subjective  judg- 
ment. It  might  be  based  on  an  objective  standard  related  to  a  speci- 
fied level  of  living  as  developed  by  the  Department  of  Labor,  or  Agri- 
culture, or  to  some  kind  of  poverty  line. 

Our  association  has  said  that  each  individual  should  be  assured  a 
fair  opportunity  to  fulfill  his  potentialities  and  aspirations,  and  to  live 
in  decency  and  dignity. 

In  the  last  analysis,  it  becomes  a  political  decision  as  to  what  com- 
mitment the  Nation  is  willing  to  make. 

Even  though  a  reformed  system  might  not  be  able,  at  least  at  the 
outset,  to  assure  a  fully  adequate  level  of  living,  by  whatever  test,  to 
all  needy  persons,  it  should  proclaim  some  kind  of  a  concept  of  what  is 
adequate,  and  should  make  a  commitment  toward  its  attainment. 

Every  State  should  be  given  encouragement  and  assistance  to  move 
in  that  direction.  This  should  be  done  by  providing  for  Federal 
financial  participation  in  all  State  supplementation  up  to  the  point 
where  the  goal  of  adequacy  is  reached. 

The  highest  paying  States  should  at  least  be  given  an  incentive  to 
make  adjustments  to  keep  up  with  the  cost  of  living.  The  many  other 
States  that  are  now  paying  above  the  FAP  level,  hut  are  still  much 
too  low,  should  be  given  an  incentive  to  go  higher. 

Conversely,  those  States  that  are  now  paying  below  the  FAP  line 
should  be  given  the  option  of  either  forwarding  up  to  50  percent  of 
their  present  costs  to  the  Federal  Treasury,  as  the  bill  proposes,  or  of 
adding  it  as  a  supplementary  payment  to  the  FAP  recipients. 

We  applaud  the  proposed  expansion  of  the  food  stamp  program 
which  is  before  another  committee,  and  agree  that  it  would  have 
the  effect  of  raising  many  families  above  the  poverty  line.  However, 
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we  support  that  measure  as  a  short-term  expedient,  and  suggest  that 
for  the  long  run  it  would  make  more  sense  simply  to  use  these  funds 
to  pay  a  higher  level  of  assistance. 

JOB  TRAINING  AND  EMPLOYMENT 

Since  the  original  purpose  of  the  public  assistance  categories  was  to 
provide  assistance  to  persons  who  are  outside  of  the  employment  mar- 
ket, no  thought  was  given  at  the  outset  to  job  training.  Experience 
soon  showed,  however,  that  many  ADC  mothers  and  other  recipients 
of  assistance  would  prefer  to  work  if  they  had  the  needed  qualifica- 
tions, and  if  jobs  were  available. 

With  no  other  job  training  or  placement  resources  available  in  their 
communities  to  serve  the  special  requirements  of  assistance  recipients, 
a  number  of  public  welfare  agencies  actually  set  up  training  programs 
of  their  own,  and  assigned  staff  to  find  jobs  for  assistance  recipients. 

For  example,  programs  of  this  kind  were  started  more  than  20  years 
ago  in  New  York  and  Chicago  and  in  a  number  of  counties  in 
California. 

The  first  recognition  in  Federal  law  of  the  need  for  job  training  for 
assistance  recipients  came  in  1962,  when  the  Community  Work  and 
Training  Program — section  409 — was  authorized.  However,  this  sim- 
ply permitted  the  States  to  assign  ADC  recipients  to  work  and  train- 
ing projects  for  which  they  were  paid  the  amount  of  their  assistance 
budget. 

There  were  no  Federal  funds  available  for  equipment,  materials, 
operation,  or  supervision.  These  costs  all  had  to  come  from  State  funds. 
Even  so,  there  were  community  work  and  training  projects  in  opera- 
tion in  some  12  States. 

The  Work  Experience  and  Training  Program — Title  V,  Economic 
Opportunity  Act — was  the  first  instance  in  which  Federal  funds  were 
available  to  assist  with  the  actual  operating  costs  for  projects  designed 
to  provide  work  and  training  opportunities. 

This  program  was  in  operation  in  53  States  and  territorial  juris- 
dictions and  was  widely  recognized  for  its  constructive  results.  How- 
ever, just  at  the  time  when  it  was  gaining  momentum,  it  was  phased 
out  and  replaced  by  the  current  WIN  program. 

While  the  difficulties  that  are  being  experienced  in  getting  the  WIN 
program  underway  are  well  known,  we  believe  it  can  in  time  also  solve 
its  problems  of  tooling  up  and  become  a  successful  operation.  But  now 
that,  too,  is  destined  to  give  way  to  the  newly  proposed  comprehensive 
manpower  program. 

These  experiences  lead  us  to  the  observation  that  the  most  important 
elements  in  a  program  of  this  kind  are  stability  and  continuity. 

I  wish  also  to  make  reference  to  the  work  and  training  program 
that  was  proposed  in  H.E.  12080,  reported  out  by  vour  committee  in 
1967.  " 

In  our  testimony  in  support  of  this  plan  before  the  Senate  Finance 
Committee  that  year,  we  said : 

Sec.  204  of  the  bill  proposes  a  large-scale  expansion  of  the  Community  Work 
and  Training  Programs  under  sec.  409  of  the  Social  Security  Act.  Public  wel- 
fare agencies  would  be  required  to  maintain  work  and  training  programs  in 
every  locality  where  there  is  a  significant  number  of  persons  on  AFDC.  Federal 
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funds  would  pay  75  percent  of  the  costs  of  training,  supervision,  and  materials. 
The  welfare  agencies  could  also  utilize  the  services  and  facilities  of  other  agen- 
cies and  organizations,  especially  the  Department  of  Labor  and  the  State  employ- 
ment offices,  for  job  counseling  and  testing  and  placement.  The  State  welfare 
agency  would  be  authorized  to  reimburse  the  employment  offices  for  these  serv- 
ices for  which  it  could  claim  75  percent  Federal  matching. 

The  Ways  and  Means  Committee  notes  that,  "This  provision  will  insure  that 
any  priorities  under  which  State  employment  offices  put  other  groups  ahead  of 
assistance  recipients  will  not  interfere  with  the  objectives  of  this  program."  The 
welfare  agencies  ^vould  also  be  required  to  enter  into  cooperative  arrangements 
for  the  utilization  of  the  services  and  facilities  available  under  the  Manpower 
Development  and  Training  Act,  and  of  any  other  Federal  and  State  programs  for 
manpower,  training,  and  work  experience,  and  with  Federal  and  State  agencies 
responsible  for  vocational  and  adult  education. 

Agreements  could  also  be  made  for  projects  to  be  conducted  by  Federal,  State, 
or  local  public  agencies,  or  by  private  employers,  organizations,  agencies,  or 
institutions. 

Our  testimony  was  that  this,  at  last,  was  the  training  program  that 
the  public  welfare  agencies  had  been  waiting  for,  and  we  recommended 
its  enactment.  However,  we  stood  nearly  alone  with  our  views.  The 
overwhelming  weight  of  the  testimony  of  other  organizations  and 
Government  witnesses  was  in  support  of  the  WIN  program,  which  was 
adopted. 

In  the  light  of  subsequent  experience,  there  are  still  a  number  of 
welfare  administrators  who  say  that  something  like  the  plan  proposed 
by  your  committee  in  1967  would  be  desirable. 

At  the  same  time,  our  association  objected  strenuously  in  1967  to  the 
requirements  for  the  compulsory  participation  of  AFDC  mothers  in 
the  work  incentive  program.  The  same  element  of  compulsion  appears 
again  in  the  present  proposal. 

From  our  own  observations,  the  need  for  employment  incentives, 
whether  by  carrot  or  stick,  is  not  as  great  as  the  need  for  opportunity. 

When  the  day  comes  that  a  genuine  opportunity  is  offered  for  train- 
ing and  employment  to  all  who  would  participate  voluntarily,  then  the 
question  of  compulsion  might  be  dealt  with,  if  it  is  still  pertinent. 

In  the  meantime,  the  element  of  compulsion  raises  a  hollow  and 
gratuitous  challenge  to  those  who  are  seeking  their  own  way  out  oi 
dependency,  and  who  find  no  day-care  services,  no  training  placements, 
and  no  jobs. 

DAY  CARE 

A  key  factor  in  the  success  of  the  work  and  training  objectives  of 
the  President's  program  is  the  availability  of  day  care  facilities. 

In  that  regard,  we  have  some  misgivings  as  to  the  adequacy  of  the 
provisions  of  the  bill.  While  we  have  no  firm  data  of  our  own,  our 
members  tell  us  that  to  meet  the  requirements  of  this  program,  the 
number  of  day  care  facilities  must  be  greatly  expanded,  and  that  much 
of  this  expansion  wall  have  to  come  through  acquisition  and  new  con- 
struction, which  would  not  be  funded  under  H.E.  14173. 

In  this  bill  we  do  not  see  that  there  is  any  fixed,  positive  responsi- 
bility to  assure  that  this  will  be  done.  The  Secretary  of  HEW  is  sup- 
posed to  do  it  through  grants  and  contracts.  But  that  assumes  there 
will  be  takers.  Someone  in  each  State — probably  the  welfare  depart- 
ment— should  be  held  accountable  for  this,  and  be  given  the  funds  to 
do  the  job. 
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SOCIAL  SERVICES 

The  full  objective  of  keeping  families  together,  and  of  enabling 
applicants  for  and  recipients  of  assistance  to  take  employment,  can- 
not be  attained  through  financial  assistance  and  job  training  alone. 

A  wide  array  of  supportive  and  enabling  and  rehabilitative  serv- 
ices, which  welfare  agencies  might  either  provide  directly  or  by  pur- 
chase from  other  sources  in  the  community,  are  also  needed. 

It  is  our  impression  that  the  simplified  procedures  and  the  transfer 
of  responsibilities  under  the  new  system  would  free  the  public  wel- 
fare agencies  to  direct  more  of  their  efforts  toward  the  development  of 
their  social  service  programs. 

While  we  have  no  doubt  that  an  effective  program  of  social  services 
can  be  an  important  factor  in  enabling  assistance  recipients  to  become 
self-supporting,  we  believe  that  their  best  justification  is  on  the  human- 
itarian grounds  that  they  are  needed  by  many  individuals  and  families, 
regardless  of  whether  or  not  they  may  leave  the  welfare  rolls. 

In  our  testimony  before  your  committee  on  the  public  Avelf are  serv- 
ice amendments  of  1962,  we  pointed  out  that  it  would  not  be  possible 
either  to  predict  or  prove  how  many  welfare  recipients  would  be 
enabled  to  leave  the  assistance  rolls  as  a  result  of  increased  services. 

Similarly,  while  we  have  amply  recorded  our  support  for  programs 
designed  to  improve  employment  opportunities  for  those  who  are 
dependent  on  assistance,  we  think  it  is  hazardous  to  make  any  firm 
predictions  as  to  their  outcome. 

We  understand  that  the  Department  of  HEW  is  drafting  a  bill  on 
social  services.  We  await  this  measure  with  great  interest,  sin.ce  we 
regard  the  continuing  development  of  a  sound  program  of  social  serv- 
ices as  of  utmost  importance. 

We  are  especially  hopeful  that  any  measure  to  amend  the  social 
service  provisions  will  preserve  the  open-end  authorization  for  Fed- 
eral financial  participation. 

While  we  urge  the  necessity  for  developing  and  maintaining  the 
State  social  service  programs,  we  are  also  aware  that  this  is  an  area 
where  it  is  easy  for  appropriations  to  be  reduced  and  delayed.  These 
programs  would  not  be  able  to  function  effectively  without  the  protec- 
tion of  assured  financial  support  such  as  the  open-end  authorization 
provides. 

As  we  have  done  many  times  in  the  past,  we  again  make  a  plea  for 
greater  Federal  financial  support  for  child  welfare  services. 

We  are  aware  that  the  authorization  for  Federal  grants  to  States 
has  been  substantially  increased,  and  that  part  of  the  present  problem 
is  that  only  about  one-half  of  the  amount  authorized  has  been  appro- 
priated. The  result  is  that  the  Federal  Government  now  pays  only 
about  10  percent  of  the  costs  of  child  welfare  services. 

This,  we  believe,  is  one  more  illustration  of  the  need  for  these  funds 
to  be  tied  to  an  open-end  matching  formula.  For  that  reason  we  endorse 
the  provisions  of  H.E.  4795,  sponsored  by  Mr.  Burke,  as  we  also  sup- 
ported his  bill  on  this  subject  2  years  ago. 

In  our  testimony  before  your  committee  in  1967,  we  submitted  a 
report  prepared  by  our  Association  on  Financing  Public  Child  Wel- 
fare Services.  Essentially,  our  recommendation  was  that  child  welfare 
services  should  be  matched  on  the  same  75  percent  basis  as  is  presently 
authorized  for  the  other  welfare  service  programs. 
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This  is  also  consistent  with  the  recommendations  submitted  10  years 
ago  by  the  Advisory  Council  on  Child  Welfare  Services,  which  was 
appointed  by  authority  of  the  1958  Social  Security  Amendments. 

A  major  cost  item  in  child  welfare  services  is  for  the  maintenance  of 
children  in  foster  care.  With  the  exception  of  those  children  who  come 
under  the  special  AFDC  provision,  there  is  no  Federal  participation  in 
these  costs. 

However,  we  believe  that  the  entire  range  of  the  preventive,  pro- 
tective, and  rehabilitative  services  for  children  should  be  supported 
equally  and  on  a  par  with  other  services  provided  by  public  welfare 

agencies. 

ADMINISTRATION 

The  alternative  whereby  FAP  payments  could  be  jointly  adminis- 
tered by  a  single  agency  in  each  State,  which  could  be  either  a  Federal 
or  a  State  agency,  is  a  desirable  arrangement.  However,  it  is  our  im- 
pression that  it  could  happen  that  these  two  parts  would  be  adminis- 
tered separately.  We  believe  that  this  would  result  in  unnecessary 
duplication  and  confusion. 

We  are  not  prepared  at  this  time  to  offer  any  specific  recommenda- 
tions, except  that  this  feature  should  be  kept  under  review  if  the 
program  is  established. 

In  any  case,  it  should  be  remembered  that,  however  administered, 
this  would  still  be  a  means-test  program.  There  would  still  be  the 
complaints  about  high  costs  and  low  benefits.  And  the  administering 
agency  would  probably  inherit  the  public  welfare  image. 

In  conclusion,  we  recall  the  passage  in  President  Nixon's  statement 
on  the  Office  of  Economic  Opportunity,  in  which  he  said  that  "our 
people  have  .  .  .  learned  that  the  challenge  of  bringing  unproduc- 
tive people  into  active  economic  roles  is  more  difficult  than  many  had 
thought." 

Mr.  Chairman,  that  ends  my  remarks.  I  would  request  that  Mr. 
Whittemore  be  allowed  to  follow  me. 
Mr.  Gibbons.  Woud  you  proceed? 

STATEMENT  OF  CHARLES  F.  WHITTEMORE,  REPRESENTING  EXEC- 
UTIVE COMMITTEE,  NATIONAL  COUNCIL  OF  STATE  WELFARE 
ADMINISTRATORS 

Mr.  Whittemore.  My  name  Is  Charles  F.  Whittemore.  I  am  Com- 
missioner of  Health  and  Welfare  for  the  State  of  New  Hampshire,  and 
a  member  of  the  Board  of  Directors  of  the  National  Council  of  State 
Welfare  Administrators,  and  it  is  in  that  latter  capacity  that  I  come 
today. 

Mr.  Chairman  and  honorable  members  of  the  committee,  we  are 
very  grateful  to  have  an  opportunity  to  testify  on  H.K.  14173. 

Since  Mr.  Nicks  has  covered  many  of  the  points  which  I  had  earlier 
thought  that  I  would  cover,  I  shall  try  to  make  my  remarks  rather 
brief,  and  simply  try  to  point  up  some  of  the  things  which  I  feel  are 
of  overwhelming  importance  as  the  Congress  makes  its  decision  or  its 
decisions  on  the  administration's  welfare  proposal. 

We  are  profoundly  aware,  Mr.  Chairman,  that  it  is  this  body, 
representing  the  Congress,  and  the  Congress  as  a  whole,  which  has 
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to  make  the  decisions  which  will  shape  the  legislation,  and  therefore 
we  are  particularly  grateful  to  be  able  to  speak  to  you  today. 

In  the  first  place,  we  are  in  favor  of  the  administration's  proposal, 
not  basically  because  all  of  the  ideas  in  it  are  new,  because  many  of 
them  are  not ;  not  basically  because  we  think  that  the  proposal  is  ade- 
quately funded  as  proposed,  because  it  does  not  appear  to  us  that  it  is ; 
not  basically  because  at  the  present  level  of  funding  it  appears  likely 
to  succeed  in  achieving  all  its  stated  objectives,  because  I  don't  believe 
it  will :  and  not  because  it  appears  to  be  a  profound,  basic  reform. 

There  are  many  who  say  that  there  are  further  measures,  and  you 
have  heard  some  of  the  earlier  witnesses  today  discuss  these  measures, 
which  ought  to  be  undertaken  if  basic  welfare  reform  is  to  do  the  job 
which  I  think  we  all  agree  has  to  be  done  in  making  major  changes 
in  our  present  system. 

We  are  not  for  it,  therefore,  because  of  all  these  reasons.  We  are  for 
it  principally  because  it  sets  out  in  some  directions  that  we  consider 
are  constructive  and  correct  directions. 

It  sets  out  to  support  a  group  of  people  who  are  very  poor,  and  who 
receive  only  sporadic  and  inconsistent  assistance  in  many  States 
through  general  agencies  at  the  present  time;  namely,  that  group 
identified  as  the  working  poor. 

It  sets  out  to  create  a  national  standard  of  assistance. 

We  do  not  think  that  it  goes  far  enough  at  this  time,  but  at  least 
it  sets  out  in  this  constructive  direction,  and  this  is  a  step  forward, 
in  our  judgment,  Mr.  Chairman. 

It  also  creates  or  furthers  the  possibility  that  eligibility  determina- 
tions, and  therefore  assistance  payments  administration  can  be  simpli- 
fied and  made  more  effective. 

Now,  I  say  that  is  the  possibility,  because  I  do  not  think  that  with 
the  form  of  the  bill,  as  Mr.  Nicks  has  already  discussed,  it  is  anywhere 
near  inevitable  that  this  simplification  and  cost  savings,  as  well  as 
greater  efficiency  will  come  from  this  bill.  But  it  remains  a  possibility, 
and  if  there  is  any  possibility,  Mr.  Chairman,  to  make  this  administra- 
tive job  more  simple  and  more  economical,  it  seems  to  us  that  we 
should  work  in  that  direction. 

One  of  the  other  directions  that  it  sets  out  in  is  to  remove  some  of 
the  restrictive  conditions  to  eligibility  which  now  exist.  There  is  a 
differing  pattern  of  these  restrictions  which  have  been  enacted  into  law 
and  are  on  the  statute  books  of  the  various  States.  Suffice  it  to  say  that 
wherever  they  appear  and  do  form  a  barrier  to  eligibility  for  people 
who  are  poor,  and  who  are  definitely  in  need,  no  matter  whose  defini- 
tion you  use  to  define  need,  Mr.  Chairman,  this  would  do  a  great  deal 
to  clear  up  this  situation. 

We  also  believe  that  the  direction  of  greater  work  incentives  is  a 
right  direction  to  set  out  in. 

On  that  score,  I  might  say  we  are  concerned,  because  we  do  not  see. 
despite  the  language  in  the  bill,  and  despite  the  contemplated  appro- 
priations, that  the  necessary  training  facilities,  job  opportunities,  and 
day  care  openings  will  necessarily  result  from  this  bill.  And  if  they 
do  not,  as  has  been  stated  by  previous  witnesses,  Mr.  Chairman,  it  will 
reduce  whatever  incentive  is  written  into  the  bill.  If  the  opportunities 
are  not  there,  the  legislation  will  not  succeed  in  its  objectives. 

One  of  the  items  which  we  are  concerned  about  here,  which  Mr. 
Nicks  has  already  mentioned,  is  construction  money  for  day  care 
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centers,  in  addition  to  funds  for  their  renovation  and  their 
maintenance. 

In  many  parts  of  the  Nation  there  are  not  sufficient  day  care  centers. 
And  sufficient  day  care  centers,  under  the  Federal  standards  which 
have  been  promulgated  by  HEW,  in  our  judgment,  are  not 
likely  to  be  set  up,  and  to  be  available,  therefore,  to  mothers  of  AFDC 
children  who  should  be  and  must  be  placed  in  effective  day  care  if 
their  mothers  are  to  enter  work  training  programs,  enter  part-time 
employment,  and  eventually,  hopefully,  to  enter  full-time  employment 
which  will  assist  them  in  becoming  self  sufficient. 

There  are  several  other  things  which  we  are  anxious  about  in  this 
bill. 

We  do  not  think  that  it  gives  sufficient  stimulus  to  the  State.  There 
is  certainly  not,  in  any  case,  sufficient  stimulus  to  bring  levels  of  family 
income  for  low-income  families  up  to  an  aceptable  status  of  decency, 
of  health,  and  of  dignity. 

One  of  its  stated  objectives  is  to  foster  uniformity.  Well,  it  does  not 
create  uniformity  among  the  States  in  the  level  of  assistance  which  will 
be  available  to  recipients. 

One  of  the  signs  of  this  is  in  the  new  proposed  title  XVI,  which 
would  lump  together  the  present  old  age  assistance,  aid  to  the  needy 
blind,  and  APTD  programs. 

There  is  a  cutoff  point,  which  would  be  the  top  level  that  the  Federal 
Government  would  participate  in  funding,  which  is  left  to  the  discre- 
tion of  the  Secretary  of  Health,  Education,  and  Welfare. 

We  have  nothing  but  the  best  thoughts  about  the  intentions  as  to  the 
way  this  would  be  administered  by  the  present  Secretary  of  Health, 
Education,  and  Welfare.  But  the  fact  remains  that  this  cutoff  point 
in  the  bill  is  not  linked  to  adequacy  of  assistance.  It  would  be  per- 
fectly possible,  within  the  provisions  of  the  bill,  for  a  Secretary,  who- 
ever he  might  be,  in  the  future  to  exercise  the  privilege  of  cutting  off 
Federal  participation  at  a  level  in  the  new  title  XVI  which  would  not 
only  not  encourage  States  which  now  have  insufficient  levels  of  as- 
sistance to  raise  their  levels,  but  might  succeed  in  convincing  State 
legislators  that  they  should  follow  what  appeared  to  be  the  direction 
of  the  Federal  administrative  leadership  and  diminish  standards  of 
assistance  to  the  title  XVI  group. 

We  think  this  would  be  a  tragedy,  Mr.  Chairman,  and  should  not  be 
allowed  to  occur.  Therefore,  respectfully,  we  suggest  that  the  Secretary 
should  be  instructed  by  the  legislation  to  make  the  judgment  in.  terms 
of  the  adequacy  of  the  assistance  as  far  as  the  recipients  go,  and  the 
possibility  should  not  remain  that  the  decision  would  be  made  on  some 
other  basis. 

We  also  notice  with  regard  to  title  XVI  that  the  Federal  assistance 
is  weighted  at  the  lower  end  of  the  assistance  dollar.  The  Federal  as- 
sistance, as  you  know,  provides  the  first  dollars  of  assistance  to  the 
title  XVI  group,  and  as  the  amount  of  assistance  increases,  the  amount 
of  Federal  participation  diminishes. 

This  may  be  sound  for  some  purposes,  but  if  you  have  had  the  ex- 
perience of  going  before  legislative  groups  at  the  State  level,  you  may 
have  a  sense  of  how  difficult  it  is  to  stimulate  such  a  group  which  is, 
very  much  worried  about  the  level  of  expenditure  for  welfare  and  many 
other  programs  to  finance  an  adequate  system  of  assistance,  when  the 
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percentage  of  State  dollars  in  each  dollar  that  they  appropriate  dimin- 
ishes and  eventully  is  cut  off,  and  to  reach  a  standard  of  adequacy  they 
need  to  use  100  percent  State  dollars. 

I  make  no  statement  about  whether  they  should  or  should  not  be 
willing  to  do  so  on  grounds  of  humanity  or  on  grounds  of  an  adequate 
level  of  assistance,  but  the  fact  remains  that  they  are  often  reluctant 
to  do  so  when  the  Federal  Government  is  not  participating,  and 
participating  at  a  pretty  healthy  rate. 

We  think  that  these  things  all  put  together  represent,  unfortunately, 
the  end  of  what  we  regard  as  a  longstanding  Federal  policy  of  encour- 
aging the  States  to  adopt  higher  levels  of  assistance,  higher  levels 
of  services,  and  so  forth. 

We  are  apprehensive  about  the  administration's  new  services  bill. 
We  have  not  seen  it  yet,  and  I  presume  the  Congress  has  not,  either, 
but  we  are  apprehensive  lest  there  be  a  similar  cutoff  point  to  that  in 
title  XVI  in  the  level  of  assistance  for  social  services. 

You  cannot  be  in  a  more  fragile  vessel  than  you  are  in  when  you 
go  before  an  appropriations  committee  to  seek  to  find  and  to  have 
appropriated  100  percent  State  dollars  for  social  services,  and  there- 
fore we  believe  that  every  dollar  of  social  services  which  is  appropri- 
ated should  be  participated  in  at  the  full  percentage  by  the  Federal 
Government. 

Now,  as  far  as  the  ending  of  the  incentive  to  States  to  raise  assist- 
ance levels  goes,  we  are  really  concerned  about  this  very  basically. 
The  bill  talks  much  about  work  programs,  and  we  are  very  much 
interested  in  work  incentive  programs.  We  certainly  agree  that  those 
who  wish  to  become  self -sufficient  and  those  who  can  be  encouraged 
by  whatever  means  to  become  self-sufficient,  take  training  programs 
and  so  on,  should  do  so.  But  we  are  also  very  much  concerned  about 
those  who  are  on  our  welfare  rolls  and  are  not  really  under  any 
circumstance  part  of  the  labor  force  of  the  Nation :  the  vast  majority 
of  those  on  old  age  assistance,  on  APTD,  on  Aid  to  the  Blind,  for 
instance.  We  are  very  apprehensive  that  in  placing  great  new 
emphasis  on  help  to  the  working  poor,  with  which  we  agree,  we  do 
not  leave  the  States  in  a  situation  where  they  are  no  longer  encouraged 
at  all  to  continue  to  raise  levels  of  assistance  to  those  people  who 
cannot  be  part  of  the  labor  force,  no  matter  what  kind  of  a  work 
incentive  program  we  have,  and  may  by  this  means  be  trapped  in 
present  assistance  levels  which  in  most  States,  Mr.  Chairman,  are,  in 
my  judgment,  reprehensibly  low. 

We  don't  think  that  this  should  be  lost  sight  of  when  we  are  also 
trying  to  help  the  working  poor. 

Now,  we  were  concerned  greatly  about  the  wording  of  section  453 
of  the  bill,  which  embodies  the  so-called  50-90  rule.  We  have  gone 
through  several  stages  of  consideration  of  this  wording,  to  try  to 
figure  out  what  it  meant.  I  realize  that  on  the  State  level  we  do  not 
have  sometimes  the  means  for  interpreting  these  things  that  HEW 
has,  and  the  vast  Federal  establishment  has.  We  finally  came  to  the 
conclusion  that,  as  a  previous  witness  has  said,  there  was  a  mechanism 
in  the  wording  of  section  453  which  would  allow  the  Federal  GoA^ern- 
ment  to  increase  the  90  percent  level  as  the  five  years  stipulated 
went  by,  and  ordinary  caseload  increases  occurred.  This  is  all  to  the 
good. 
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One  thing*  we  would  like  to  ask  the  committee  is  whether  a  similar 
mechanism  could  be  provided  in  this  section  which  would  enable  the 
Federal  Government  to  encourage  by  fiscal  participation  the  State 
to  increase  the  level  of  its  assistance  in  the  direction  of  adequacy,  not 
just  because  there  are  more  people  on  the  case  rolls,  but  also  to 
reflect  cost  of  living  increases  and  changes  in  economic  conditions. 

We  are  also  interested  in  the  language  starting-  on  the  bottom  of 
page  28  and  continuing  on  page  29  of  this  section,  which  appears 
to  determine  that  a  State  that  does  not  require  50  percent  of  its 
previous  level  of  expenditures  to  come  up  to  the  present  level  of 
assistance  with  the  new  Federal  funds  available  should  send  the 
difference  between  what  it  requires  of  the  50  percent  and  the  50  per- 
cent to  the  Secretary  of  Health,  Education,  and  Welfare.  Presumably 
it  will  find  its  way  from  him  to  the  Treasury  and  become  part  of  the 
general  funds  of  the  United  States. 

I  think  we  feel  rather  strongly,  Mr.  Chairman,  that  this  money 
should  go  to  the  recipients  in  those  States,  and  should  be  administered 
by  those  States  to  further  raise  the  levels  of  assistance,  and  that  these 
very  poor  States  for  the  most  part  should  not  be  asked  in  this  way  to 
subsidize  the  more  wealthy  States  that  are  not  in  this  position,  or  to 
subsidize  the  Federal  Government. 

I  think  the  whole  burden  of  our  effort  is  to  demonstrate  that  more 
help  is  needed  to  the  States,  not  that  the  poorest  States  should  help 
the  Federal  Government,  and  not  that  the  ultimate  crunch  should 
come  on  the  recipients  who,  particularly  in  those  States,  need  a  higher 
level  of  assistance. 

We  note  the  limitation  of  the  50-90  section  to  5  years.  We  wonder 
if  this  means  that  in  5  years  another  change  is  contemplated,  and 
whether  this  change  will  be  in  the  direction  of  more  cost  to  the  States, 
or  of  the  Federal  Government  taking  over  lock,  stock,  and  barrel  the 
financing  of  public  assistance. 

If  it  is  the  latter  which  is  contemplated,  we  wonder  if  it  would  not 
be  well  to  identify  this  as  a  goal  in  the  legislation,  and  we  commend 
this  thought  to  the  careful  scrutiny  of  the  committee. 

On  the  matter  of  administration,  there  seem  to  be  two  possibilities 
here  which  may  or  may  not,  and  it  appears  to  us  that  they  may  well 
not,  further  the  objectives  stated  in  the  preamble  of  the  bill :  which 
are  to  have  less  costly  and  more  efficient  administration  of  welfare. 

In  the  first  place,  there  seems  to  be  the  possibility  of  a  whole 
different  set  of  working  relationships  between  the  Federal  and  State 
Government  from  State  to  State.  Some  will  want  the  Federal  Govern- 
ment to  make  its  payments,  with  some  States  the  Secretary  will  con- 
tract so  that  they  may  make  payments,  and  so  on  and  so  forth. 

We  wonder  how  this  hodgepodge  of  different  relationships  is  going 
to  make  administration  simpler,  clearer,  less  expensive,  and  more 
efficient.  It  seems  to  be  a  dubious  proposition,  at  best. 

We  wonder  if  also  these  different  relationships,  perhaps  as  Mr. 
Nicks  has  said,  meaning  two  checks  to  a  person,  will  serve  to  confuse 
the  recipient,  or  to  enlighten  him,  and  therefore  clarify  the  situation 
and  help  him. 

'Whatever  the  answer  to  the  two  questions  above,  we  don't  think  that 
either  one  is  likely  to  make  administration  less  costly,  simpler,  and 
more  efficient. 
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My  closing  point  concerns  the  foster  care  provisions. 

We  understand  that  the  Administration  is  working  on  further  foster 
care  legislation.  We  also  await  that  legislation  with  anxiety  and 
interest. 

However,  as  far  as  this  bill  goes,  we  believe  basically  that  there 
should  be  Federal  participation  m  payments  for  the  care  of  all  needy 
children  placed  in  foster  care,  and  not  just  children  that  are  linked 
to  AFDC  homes. 

If  a  child  is  needy,  and  he  is  placed  in  foster  care,  he  is  needy,  and 
he  is  in  foster  care.  If  there  is  justification  to  help  a  child  that  comes 
from  an  AFDC  home  that  is  placed  by  a  court  in  foster  care,  we 
believe  that  justification  is  just  as  strong  if  he  does  not  come  from  an 
AFDC  home,  but  is  nevertheless  needy. 

We  also  do  not  believe  that  it  is  a  wise  idea  to  limit  Federal  partici- 
pation in  foster  care  payments  to  cases  where  there  has  been  a  judicial 
determination  made,  and  therefore  limit  or  foreclose  voluntary  place- 
ments in  foster  care  worked  out  between  the  State  agency  and  the 
family. 

There  are  two  bad  effects  here,  potentially.  One  is  that  we  are  very 
wary,  indeed,  that  if  we  have  to  go  into  court  with  each  case,  where 
we  could  otherwise  make  an  amicable  and  agreed-upon  voluntary 
placement  arrangement  with  the  family  which  benefits  both  the  child 
and  the  family,  we  are  going  to  create  an  adversary  relationship  in 
the  court  between  us  and  that  family.  We  believe  this  will  militate 
against  us  making  the  foster  care  placement  as  temporary  as  possible 
and  working  through  social  services  to  build  the  motivation  of  that 
family  so  that  the  child  comes  out  of  foster  care  as  soon  as  possible 
and  goes  back  into  a  normal,  constructive,  healthy  family  relationship. 

We  think  that  certainly  should  be  one  of  the  things  taken  into 
account  in  the  administration  of  a  foster  care  program. 

But  once  it  becomes  obvious  that  the  only  way  to  obtain  Federal 
participation  is  to  have  a  court  determination,  there  will  be  court 
determinations  sought,  it  seems  to  me,  on  the  basis  of  the  fact  that  it  is 
necessary  for  the  court  to  assign  the  child  to  foster  care  to  get  Federal 
participation.  This  is  not,  in  my  estimation,  a  justifiable  basis  for 
deciding  that  a  child  should  be  in  foster  care. 

Mr.  Chairman,  my  remarks  have  not  been  as  brief  as  I  had  hoped, 
but  there  is  so  much  to  say  about  this  legislation. 

I  deeply  appreciate  the  indulgence  and  patience  of  the  committee, 
and  that  ends  my  remarks. 

Mr.  Gibbons.  Thank  you,  Mr.  Whittemore. 

Does  that  conclude  your  presentation  ? 

Dr.  Nicks.  That  concludes  our  statements.  We  will  be  happy  to  try 
to  answer  any  questions  that  the  Chairman  or  the  committee  may 
have,  sir. 

Mr.  Gibbons.  Mrs.  Griffiths. 

Mrs.  Griffiths.  I  would  like  to  ask  you,  is  it  true  that  there  are 
welfare  officers  that  have  given  desk  space  to  representatives  of  wel- 
fare rights  groups  in  public  welfare  offices  ? 

Mr.  Whittemore.  Excuse  me.  I  did  not  hear  all  the  words. 

Mrs.  Griffiths.  I  am  sorry.  These  new  gadgets  we  have  are  too 
complicated. 

Is  it  true  that  welfare  officers  have  given  desk  space  to  welfare  rights 
organizations  or  organization  people  ? 
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Mr.  Whittemore.  Well,  they  have  not  in  our  State,  but  I  cannot 
say  whether  they  have  done  so  in  other  States  or  not.  I  am  not  aware. 
Mrs.  Griffiths.  Do  any  of  you  know  if  they  have  given  it  ? 
I  know  they  have  given  it. 

Mr.  Justis.  I  think  in  a  few  States  that  statement  is  true,  Mrs. 
Griffiths. 

Mrs.  Griffiths.  Do  you  have  any  knowledge  of  the  effect  upon  the 
administration  of  public  welfare  from  the  presence  of  these  people  in 
these  offices? 

Mr.  Justis.  I  am  sorry.  No,  I  don't  have  any  direct  information  on 
that. 

Mrs.  Griffiths.  In  1967  we  were  criticized  roundly  for  amendments 
that  we  added  to  the  welfare  bill.  I  would  like  to  ask  you  how  some 
of  these  provisions  have  worked. 

For  example,  we  put  in  a  requirement  that  the  State  disregard  the 
first  $30  and  one-third  of  the  remainder  of  monthly  earnings.  How  has 
that  worked  out  ? 

Mr.  Whittemore.  Well,  Mrs.  Griffiths,  in  my  judgment,  the  princi- 
ple of  "disregards"  is  correct  and  constructive. 

Mrs.  Griffiths.  What  did  you  say  ? 

Mr.  Whittemore.  I  say  the  principle  of  "disregards"  is  a  correct 
principle.  I  am  in  favor  of  it,  and  1  think  generally  we  are  in  favor 
of  it. 

You  may  remember,  however,  that  before  the  1967  amendments  were 
passed,  there  were  larger  "disregards"  in  effect,  stemming  from  the 
Manpower  Development  and  Training  Act  of  1963,  the  Economic 
Opportunity  Act  of  1964,  and  the  so-called  ESEA  Act,  the  Elementary 
and  Secondary  Education  Act,  which  provided  not  $30  and  a  third,  but 
$85  plus  a  half. 

Unfortunately,  during  that  period  when  these  "disregards"  were  in 
effect,  we  had  a  small  group  of  people  who  enjoyed  those  "disregards," 
and  the  vast  majority  of  people  who  were  at  work  or  in  work  training 
and  who  were  also  AFDC  heads  of  households,  did  not  receive  that 
sort  of  "disregard." 

This  created  a  bad  morale  situation,  and  thus  I  think  even  though 
the  earlier  "disregards"  were  good  incentives  to  those  who  received 
them,  the  overall  effect  was  not  a  very  good  one. 

The  $30  and  a  third  situation  appeared  to  be  an  improvement  to  those 
who  had  not  received  "disregards"  before,  and  certainly  did  provide  an 
incentive  to  them.  But  to  those  who  had  been  receiving  a  substantially 
larger  "disregard,"  of  course  they  were  not  nearly  so  much  of  an  in- 
centive as  the  $85  plus  a  half  provisions  had  been. 

I  would  say  also  that  there  is  another  side  effect  of  the  $30  and  a 
third  situation  which,  however  it  is  viewed,  has  been  a  rather  difficult 
thing  to  handle. 

This  is  that  in  some  States  the  result  of  the  $30  and  one-third  "dis- 
regards" plus  the  work-related  allowances  and  so  on,  created  for  fami- 
lies involved  in  receiving  this  "disregard"  who  also  continued  to 
receive  supplementary  public  assistance  where  they  would  not  have  had 
it  not  been  for  the  "disregards,"  a  higher  level  of  family  income  than 
they  would  have  enjoyed  if  they  completed  their  work  training  assign- 
ments, became  full-time  employed  and  left  the  welfare  rolls. 
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In  this  situation,  therefore,  the  "disregards,''  while  they  are  a  good 
incentive,  have  not  had  the  effect  which  was  discussed  a  lot  at  the  time 
the  amendments  were  being  considered,  of  lowering  considerably  the 
AFDC  rolls. 

Mrs.  Griffiths.  Well,  you  mean  that  where  they  were  getting  train- 
ing grants,  they  preferred  training  grants  and  welfare  to  working  ? 

Mr.  Whittemore.  Well,  no.  No,  I  think  that  would  be  a  complete 
misstatement.  I  think  they  prefer  to  work. 

Mrs.  Griffiths.  I  see. 

Mr.  Whittemore.  I  think  they  prefer  to  work  full-time,  and  they 
prefer  to  stand  on  their  own  two  feet. 

I  think  this  is  clear,  and  it  has  been  demonstrated  to  my  satisfaction 
so  many  times  through  personal  contacts  that  I  believe  it  sincerely. 

However,  if  you  take  a  mother  with  a  number  of  youngsters,  and 
she  enters  a  work  training  program,  she  enjoys  for  the  period  of  maybe 
a  year,  or  whatever  the  length  of  the  training  program  is,  the  "dis- 
regards" plus  the  work  allowances.  She  therefore  keeps  a  portion  of  her 
earnings  if  the  assistance  standards  of  that  State  are  sufficiently  high. 
She  also  continues  to  receive  assistance.  Combined  she  has  an  income 
level  of,  let  us  say,  something  over  $5,000  for  the  family,  whereas  if  she 
left  the  welfare  rolls  and  became  full-time  employed  at  the  job  she 
is  training  for,  she  would  make,  let  us  say,  $4,800  a  year.  It  is  not  that 
she  does  not  want  to  work  full  time  and  become  self-sufficient.  That  is 
not  the  reason  she  stays  on  the  rolls.  The  reason  is  that  her  family  has 
a  higher  level  of  income  if  she  does. 

Mrs.  Griffiths.  And  without  tax. 

Mr.  Whittemore.  Indeed. 

Mrs.  Griffiths.  The  minute  you  take  into  account  the  fact  that  when 
she  goes  to  work,  in  some  instances  she  is  going  to  pay  tax  on  it,  it  is  a 
real  disincentive. 

Mr.  Whittemore.  I  would  say  in  virtually  all  instances,  not  just  in 
some  instances. 

But  I  still  think,  despite  this  difficulty,  that  the  principle  of  work 
incentives  is  sound  and  must  be  incorporated  in  any  system  we  have, 
if  we  are  successfully  to  involve  any  number  of  people  in  work  training 
projects  and  part-time  on-the-job  training,  working  toward  self- 
sufficiency. 

Mrs.  Griffiths.  Do  you  have  any  knowledge  whether  or  not  the 
man-in-the-house  rule  which  has  been  removed  over  a  period  of  time  in 
some  large  industrial  States  has  cut  down  illegitimacy  ? 

Mr.  Whittemore.  No,  I  do  not.  I  am  sorry.  I  don't  have  any  figures 
on  that. 

Mrs.  Griffiths.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Gibbons.  Mr.  Burke. 

Mr.  Burke.  You  are  the  administrator  of  welfare  in  the  State  of 
New  Hampshire? 

Mr.  Whittemore.  Yes,  sir. 

Mr.  Burke.  Could  you  tell  me  how  the  child  welfare  cases  are 
handled  in  New  Hampshire? 

Mr.  Whittemore.  Well,  they  are  handled  by  the  Bureau  of  Child 
Welfare  Services,  which  is  an  agency  of  the  Division  of  Public  Welfare. 

We  receive  a  grant  from  the  Federal  Government  at  a  certain  dollar 
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level,  and  that  is  supplemented  by  about  two  to  three  times  as  much 
State  money  as  we  receive  from  the  Federal  Government.  With  that 
we  employ  social  workers  and  other  personnel  as  necessary,  clerks 
and  so  forth,  to  provide  services. 

I  agree  completely  with  Mr.  Nicks'  statement.  We  are  not,  Mr.  Burke, 
100  percent  in  favor  of  your  bill.  We  are  at  least  120  percent  in  favor 
of  your  bill,  and  believe  that  as  soon  as  possible  in  the  future  there 
must  be  more  effective  Federal  financial  participation  in  services  for 
children. 

The  difficulty  is  that  as  long  as  the  amount  of  assistance  which  is 
available  for  child  welfare  remains  relatively  static,  static  because  the 
money  is  not  appropriated  to  come  up  to  the  present  authorization,  or 
because  the  principles  of  your  bill  are  not  adopted,  it  will  become 
harder  and  harder  to  obtain  additional  State  funds  to  provide  adequate 
services. 

Mr.  Burke.  What  is  the  procedure  in  handling  these  children 
throughout  the  country  ?  Are  they  kept  in  institutions  ?  Are  they  put 
into  foster  homes  ?  What  is  generally  the  procedure  and  policy  ? 

Mr.  Whittemore.  There  must  be  a  several- faceted  answer  to  that 
question,  because  the  arrangements  that  are  made  for  neglected,  aban- 
doned, or  abused  children  are  as  varied  as  the  children. 

In  many  instances  we  do  find  institutional  placements.  In  New 
Hampshire  it  happens  at  the  present  time  that  we  have  approximately 
2,000  children  in  foster  care  placement.  I  don't  remember  the  precise 
figures,  but  I  would  say  a  very  small  portion  of  these  are  in  institu- 
tional placements.  Most  of  them  are  in  placements  in  foster  homes. 

In  general  we  believe  I  think  that  placement  in  a  foster  home  is 
preferable  to  institutional  placement,  not  only  from  the  standpoint 
of  expense,  which  is  a  large  item,  but  also  from  the  standpoint  that 
it  seems  to  contribute  a  great  deal  more  to  the  development  of  the 
child  to  be  in  as  normal  as  possible  home  atmosphere  during  his 
"growing  up"  years. 

We  also,  however,  handle  through  the  Bureau  of  Child  Welfare 
Services  adoptions,  and  care  for  adoptive  children  during  preadoption 
proceedings ;  the  period  before  the  adoption  goes  through. 

This  results  in  another  group  of  children  being  placed  in  foster 
care  type  situations,  usually  on  a  temporary  basis,  however. 

So  there  are  as  many  different  types  of  arrangements,  almost,  as 
there  are  children. 

The  objective  of  our  social  services  for  children  is  really  to  provide 
a  normal,  constructive  environment  on  a  child -by-child  basis,  because 
as  a  parent  of  4  youngsters,  I  don't  think  you  can  handle  youngsters 
in  any  other  way  but  on  a  child-by-child  basis,  and  that  their  special 
needs  and  the  special  opportunities  you  can  develop  in  them  for  a  good 
future  need  to  be  nurtured  on  an  individual  basis  to  be  effective. 

Mr.  Burke.  From  your  experience,  what  is  the  normal  procedure 
with  these  youngsters  ?  Do  they  stay  in  the  same  home,  say,  from  the 
time  of  their  birth  up  until  the  time  they  reach  maturity,  to  maybe  the 
age  of  18  or  21,  or  are  they  shifted  around  2  or  3  or  4  times  during  their 
lifetime  ? 

Mr.  Whittemore.  Unfortunately,  there  are  too  many  shifts,  in 
many  cases,  and  generally  speaking,  the  older  a  child  is  when  the  need 
for  foster  care  placement  is  discerned,  the  harder  it  is  to  place  the  child. 
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Mr.  Bukke.  That  is  what  I  am  getting  at.  Say  when  a  child  reaches 
the  age  of  12  or  13  or  14  or  15,  he  has  developed  certain  ways,  and 
then,  "if  he  loses  that  foster  home  which  he  is  in,  is  there  difficulty 
then  of  placing  that  boy  in  another  home? 

Mr.  Whittemore.  Very  often  there  is.  Very  often.  It  is  extremely 
difficult  to  place  teenagers,  especially  teenage  boys. 

Mr.  Burke.  It  is  really  an  area  that  needs  a  great  deal  of  attention. 

Mr.  Whittemore.  It  certainly  does.  I  could  not  agree  with  that  more. 

I  really  wish  I  knew  the  answer  to  that.  I  think  one  of  the  answers, 
if  I  may  be  so  bold,  is  that  we  have  to  look  much  further  into 
differential  foster  care  payment  rates  to  foster  care  parents  for  the 
care  of  different  age  levels  and  children  with  different  backgrounds 
and  different  traits. 

Now,  a  good  deal  of  this  has  been  done  already.  We  already  recog- 
nize, of  course,  special  educational  needs  for  some  children,  a  retarded 
child,  for  instance,  who  is  not  retarded  sufficiently  to  be  institution- 
alized, and  is  educable,  but  needs  special  types  of  education. 

We  already  do  a  good  deal  to  recognize  special  needs  resulting  from 
some  physical  difficulty  that  the  child  has,  as  well  as  from  other  things. 

I  think  one  of  the  things  we  have  to  recognize  more  is  that  it 
takes  in  a  sense  a  special  kind  of  foster  parents  to  take  on  one  or  more 
teenage  youngsters,  and  even  sometimes  when  the  exact  cost  of  pro- 
viding the  things  that  the  child  needs  may  not  warrant  it,  we  may  have 
to  increase  the  level  of  support  for  that  child,  in  order  to  obtain  the 
type  of  home  that  the  child  needs. 

Mr.  Bttrke,  I  would  just  like  to  make  a  suggestion  to  you,  because 
I  think  this  is  more  or  less  done  by  most  of  the  Governors  in  the 
Nation. 

If  the  heads  of  the  welfare  departments  in  their  various  States 
could  bring  to  the  attention  of  the  Governors  that  there  is  a  real  prob- 
lem here,  that  there  is  a  possibility  that  more  Federal  funds  could  be 
appropriated,  once  they  brought  that  to  the  attention  of  the  Federal 
Government  officials,  then  we  might  be  able  to  get  a  little  more  support. 

This  year  I  believe  the  appropriation  on  child  welfare  was  some- 
thing like  $57  million,  $7  million  of  it  in  an  area  that  does  not  go 
directly  to  the  children.  This  represents  about  6  percent  to  9  percent 
of  the  total  funds  that  we  had  spent  including  those  of  the  State  and 
local  government. 

I  am  merely  making  the  suggestion.  Take  it  for  what  it  is  worth. 
I  thought  if  you  could  bring  it  to  the  attention  of  your  association, 
and  have  its  members  in  turn  contact  the  Governors — you  have  these 
Governors  like  Governor  Reagan,  of  California,  and  Governor  Rock- 
efeller of  New  York,  and  Bill  Cahill,  who  has  just  been  elected  up 
here  in  New  Jersey,  and  another  Governor  elected  down  in  Virginia—- 
if  we  could  show  them  that  this  is  going  to  mean  cutting  down  their 
costs,  and  also  in  turn  also  that  it  helps  these  children  where  they 
should  be  helped,  the  prospect  might  be  that  they  would  bring  enough 
pressure  on  the  Department  of  Health,  Education,  and  Welfare,  and 
also  the  administration  and  Congress,  to  raise  the  appropriation  and 
get  some  meaningful  legislation  through  that  will  relieve  this  prob- 
lem that  affects  the  most  disadvantaged  people  in  America,  young- 
sters that  have  no  voice,  no  political  power,  no  political  muscle,  It  is 
almost  like  they  are  in  a  vacuum. 
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How  we  can  contribute  50  percent  to  83  percent  toward  the  children 
on  AFDC — and  I  believe  they  are  entitled  to  that— and  then  neglect 
these  other  children  who  have  no  parents,  and  say  we  will  only  con- 
tribute 6  to  9  percent,  seems  to  me  to  be  outrageous. 

You  have  made  excellent  testimony  here  today,  and  I  hope  when 
you  go  back  you  will  try  to  convince  your  associates  to  bring  this  mat- 
ter to  the  attention  of  their  Governors  and  have  the  Governors  contact 
the  White  House  and  Health,  Education,  and  Welfare,  and  also  the 
Members  of  Congress  on  this  matter. 

Mr.  Whittemore.  Congressman  Burke,  all  I  can  say  to  what  you 
have  said  is,  "Amen."  I  will  communicate  with  the  other  members 
of  the  board,  and  the  other  State  and  territorial  public  welfare  offi- 
cials on  this  matter,  and  I  will,  pursuant  to  your  request,  discuss  it 
with  the  Governor  of  my  own  State. 

Perhaps  if  we  all  do  this,  this  may  have  an  effect.  I  hope  it  will. 

I  think  what  you  say  is  correct,  and  highly  laudable,  if  I  may  say  so. 

Mr.  Burke.  Thank  you  very  much. 

Dr.  Nicks.  Congressman,  on  behalf  of  the  association,  I  would  like 
to  express  our  appreciation  for  the  suggestion,  and  we  will  certainly 
convey  it  to  those  public  welfare  administrators,  and  in  my  particular 
case,  my  Governor  is  Chairman  of  the  National  Governors  Confer- 
ence, and  I  am  happy  to  convey  this  through  that  method. 

Thank  you,  sir. 

Mrs.  Griffiths.  May  I  ask  one  more  question  ? 
Mr.  Gibbons.  Mrs.  Griffiths. 

Mrs.  Griffiths.  Under  the  1967  amendments,  were  not  the  welfare 
agencies  made  responsible  for  day  care,  to  provide  87  percent  of  the 
matching  funds  ?  Why  has  it  not  worked  to  provide  more  in  day  care  ? 
Why  did  not  the  1967  amendments  provide  for  day  care  when  the 
Federal  Government  provided  85  percent  of  the  money  ? 

Mr.  Whittemore.  Well,  there  are  several  reasons  for  this. 

In  many  States  the  problem  is  and  has  been  that  the  Federal  guide- 
lines promulgated  to  measure  the  day  care  which  was  available,  with 
which  we  could  assist,  appeared  to  many  persons  who  operated  day- 
care centers  to  be  onerous. 

There  is  a  tendency  in  this  country,  and  one  can  certainly  under- 
stand the  reasons  for  it ;  economic,  basically,  for  many  of  our  present- 
day  care  centers  to  be  set  up  in  renovated  homes  and  in  other  buildings, 
in  church  basements,  in  other  private  buildings. 

In  many  instances  they  do  not  have  fire  safety  provisions  and  pro- 
visions for  the  health  and  the  program  of  nutrition  that  is  contem- 
plated by  the  Federal  standards.  In  the  instance  where  a  day-care 
operator  is  running  at  capacity  and  has  his  place  full  and  is  charging 
what  he  thinks  is  the  fair  price,  the  going  price  for  the  services  he  is 
providing,  if  you  come  to  that  person  and  say,  "Now,  if  you  will 
sharpen  up  your  operation  here,  and  if  you  will  put  on  more  staff, 
and  if  you  will  do  things  to  make  this  building  more  fire  resistant, 
since  you  don't  have  fire  resistant  partitions  and  you  don't  have  en- 
closed stairways  for  instance ;  if  you  will  do  all  of  those  rather  costly 
things,  we  will  be  able  to  obtain  Federal  funds  to  send  the  children 
of  welfare  families  to  these  day-care  centers.  Well,  if  he  is  already 
operating  at  capacity,  and  the  demand  for  day  care  is  such  that  most 
good  operations  who  are  doing  a  constructive  job,  but  perhaps  coming 
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far  from  meeting  Federal  standards,  are  full;  then  his  incentive  is 
small  to  make  extensive  renovations  and  changes  and  to  search  for 
more  staff,  which  is  hard  to  find  in  many  areas  of  the  country.  There- 
fore in  those  States  that  do  not  have  other  funds  in  any  way  to  afford 
day  care,  it  may  continue  to  be  nonwelfare  children  that  are  placed  in 
day  care. 

That  is  a  long  way  around  the  gate  to  say  that  the  problem  really 
is  not  to  a  certain  extent  the  absence  of  any  day  care.  It  is  not  a  barren 
wasteland,  Congresswoman  Griffiths.  It  is  the  absence  of  the  proper 
motivation  to  change  the  day  care  that  exists  so  that  it  meets  Federal 
standards. 

Now,  another  side  of  that  coin  is  that  it  has  appeared  to  some  of  us 
that  the  present  Federal  standards,  every  one  of  which  can  be  clef  ended 
on  the  basis  of  the  health  and  safety  of  the  child,  and  his  need  for  a 
developmental  program  while  he  is  placed  in  day  care  so  that  he  is  not 
just  to  be  set  in  the  corner  to  suck  his  thumb,  nevertheless  prevent  or 
at  least  slow  down  rather  drastically  the  availability  of  day  care  that 
we  can  purchase  with  federally  assisted  funds.  Those  standards,  desir- 
able as  they  may  be,  perhaps  ought  to  be  regarded  as  an  ultimate  goal, 
and  not  in  every  single  line  a  present  do-or-die  requirement. 

Mrs.  Griffiths.  May  I  ask  you,  do  you  think  that  if  a  child  whose 
parents  can  pay  for  day  care  is  sent  to  a  home  where  there  are  not 
enclosed  stairways  and  which  has  no  more  fire  protection  than  the 
average  home,  if  you  pay  for  it,  and  that  is  the  kind  of  day  care  you 
get,  is  there  any  real  reason  to  require  that  children  who  are  living 
in  probably  terrible  places,  once  they  are  put  in  day  care  centers  be 
in  fireproof  buildings  ? 

Mr.  Whittemore.  Well,  I  think  as  I  said,  that  the  Federal  guide- 
lines should  be  there  as  goals,  because  I  think  in  the  same  way  that 
I  think  about  the  adequacy  of  the  title  XVI  program  and  the  other 
things  that  we  have  been  talking  about,  that  the  Federal  Government 
has  a  responsibility  to  the  public  of  this  Nation  to  provide  leadership 
in  the  direction  of  adequacy,  in  the  direction  of  health,  in  the  direction 
of  safety.  If  these  standards  are  not  there  as  goals,  that  leadership 
will  not  be  provided.  But  I  think  there  ought  to  be  an  orderly  way  to 
get  from  where  a  fellow  is  now  to  meeting  the  standards. 

I  do  not  think,  however,  that  it  is  absolutely  necessary  that  the 
standards  be  imposed  fully  as  they  are  now  before  any  day  care  can 
be  purchased  with  Federal  funds  in  those  places. 

A  great  deal  of  judgment  would  have  to  go  into  the  question  of 
how  the  standards  could  be  modified  so  that  they  would  meet  some 
such  scheme  as  I  have  been  talking  about. 

I  think  in  good  conscience,  no  matter  where  the  child  sleeps  at  night 
and  lives  most  of  the  time,  we  cannot  tolerate  a  situation  supported 
by  Federal  funds  that  is  less  than  minimally  protective  of  his  health 
and  safety. 

My  question  is,  where  is  the  dividing  line  between  the  minimum 
which  is  acceptable  as  far  as  our  conscience  goes,  our  national  public 
conscience,  and  the  maximum  which  is  ideal.  I  have  a  hunch,  I  feel 
rather  strongly,  indeed,  that  the  standards  are  closer  to  the  ideal  than 
to  that  acceptable  minimum. 

Mrs.  Griffiths.  Thank  you. 

Mr.  Gibbons.  Is  it  not  true  that  some  AFDC  mothers  are  given 
day  care  money,  or  given  funds  to  provide  day  care  for  their  children, 
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and  they  don't  send  them  to  the  local  day  care  centers,  but  they  just 
farm  them  out  with  other  members  of  the  family  or  friends  ? 

Mr.  Whittemore.  In  general  the  answer  to  that  question  depends 
on  whether  the  State  makes  vendor  payments  for  the  day  care  services. 

For  instance,  in  our  State,  during  the  recently  concluded  session  of 
the  general  court,  we  obtained  language  on  the  statute  books  which 
enabled  us  to  make  vendor  payments  in  this  instance,  and  so  we  shall 
be  making  payments  directly  to  the  day  care  operator. 

Mr.  Gibbons.  When  you  have  vendor  payments,  do  you  make  these 
people,  for  instance  an  aunt  or  uncle  or  relative  or  grandmother  of  the 
child,  live  up  to  all  these  very  stringent  Federal  requirements,  for  other 
day  care  centers  ? 

Mr.  Whittemore.  In  this  instance  I  was  talking  about  day  care 
centers  which  take  care  of  rather  substantial  numbers  of  children,  and 
would  not,  presumably,  be  somebody's  aunt's  living  room  or  wherever 
the  child  might  be  in  a  home. 

It  may  be  true  that  if  the  payment  is  received  as  part  of  a  grant, 
rather  than  being  a  vendor  payment,  and  an  arrangement  is  made  with 
a  relative  or  with  a  friend  or  with  a  neighbor,  or  something  of  that 
sort,  that  it  is  extremely  difficult  to  control  the  flow  of  those  funds. 

Mr.  Gibbons.  The  committee  thanks  you  gentlemen  for  appearing, 
and  for  giving  us  the  benefit  of  your  testimony. 

Thank  you  very  much. 

Dr.  Nicks.  Thank  you  very  much. 

Mr.  Justis.  Thank  you  very  much. 

Mr.  Gibbons.  By  popular  request,  we  are  going  to  ask  Mr.  Ginsberg 
to  come  back.  Mr.  Mitchell  I.  Ginsberg,  administrator,  Human 
Eesources  Administration,  in  New  York  City. 

We  welcome  you  back. 

STATEMENT  OP  MITCHELL  I.  GINSBERG,  ADMINISTRATOR,  HUMAN 
RESOURCES  ADMINISTRATION,  CITY  OE  NEW  YORK;  ACCOM- 
PANIED  BY  JACK  R.  GOLDBERG,  COMMISSIONER  OE  SOCIAL 
SERVICES— (Resumed) 

Mr.  Ginsberg.  I  must  say,  Mr.  Chairman,  we  appreciate  that  "by 
popular  request."  That  has  not  been  happening  to  us  very  often. 

Mr.  Btjrke.  Actually,  we  had  a  rollcall  going  on  when  you  testi- 
fied and  didn't  get  back  in  time.  I  wanted  to  ask  you  about  this  child 
welfare  that  I  am  intensely  interested  in. 

How  do  you  handle  these  people  in  New  York  City  and  what  are 
your  problems  there  ? 

Mr.  Ginsberg.  I  think  I  would  like  commissioner  Goldberg  to  re- 
spond to  that. 

Mr.  Goldberg.  Our  problems  are,  we  have  some  26,000  youngsters 
currently  as  public  charges  involved  in  foster  care.  In  my  view,  our 
problem  in  the  city  is  that  we  are  continuing  to  provide  support  for  in- 
stitutions that  are  necessary  at  this  moment  in  time  but  really  the 
answer  for  these  youngsters  primarily  ought  to  be  foster  homes  and 
more  importantly  the  capacity  for  us  to  keep  them  in  their  own  homes. 

I  think  that  part  of  what  has  to  get  turned  around  in  the  whole 
child  welfare  field  is  our  continuing  reliance,  Mr.  Burke,  on  the  in- 
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stitution  as  the  resolution  to  some  of  the  problems  that  these  young- 
sters have. 

We  have  in  the  department  a  bureau  of  child  welfare  that  covers 
the  whole  range  of  activity,  as  you  know  very  well.  We  essentially  buy 
institutional  care  from  private  agencies,  the  three  major  religious 
faiths  or  the  nonprofit  social  welfare  agencies.  We,  in  fact,  buy  institu- 
tional space.  The  city  pays  for  approximately  92  percent  of  the  cost  in 
X  institutions  for  the  care  of  a  youngster  that  has  been  placed  either 
by  court  order  or  on  a  voluntary  basis,  and  I  would  underline  a  com- 
ment that  I  made  here  before  that  I  would  hope  that  in  any  of  the 
change  that  goes  into  the  child  welfare  area  that  we  do  not  end  up  rely- 
ing strictly  upon  court  orders  because  the  overwhelming  number  of 
placements  for  us,  whether  in  institutions  or  foster  homes  at  this  point, 
are  on  the  basis  of  voluntary  placements.  I  think  that  is  helpful  and 
essential. 

What  we  need  are  the  resources,  the  dollars  and  cents,  to  provide 
the  kind  of  helping  situations  other  than  institutions.  A  major  expan- 
sion of  foster  care  homes,  a  major  expansion  of  small  halfway  houses 
rather  than  the  large  institutional  setup. 

I  would  say  most  pointedly  the  thing  that  strikes  me  sometimes  as 
absurd  is  that  we  spend  anywhere  from  $7,000  a  year  to  $15,000  a  year 
in  foster  care  institutions  and  we  spend  for  example  for  a  foster  care 
home  $135  a  month,  while  on  public  assistance  that  same  mother  gets 
approximately  in  the  city  of  New  York  some  $75.  There  is  something 
that  is  out  of  whack  when  we  take  a  look  at  the  kind  of  resources  we 
commit  for  a  kid  being  away  from  his  home  and  not  staying  in  his 
home. 

It  would  seem  to  me  that  those  three  areas  are  the  areas  that  we 
would  have  to  look  at  in  terms  of  you  helping  us  solve  our  problem. 

Mr.  Ginsberg.  I  have  one  comment  going  to  what  you  said  about 
the  illogic  of  providing  the  percentage  you  do  for  public  assistance  but 
not  providing  the  percentage  for  all  the  absolutely  essential  child  wel- 
fare services. 

Mr.  Burke.  I  can't  understand  the  disparity.  There  is  no  justifica- 
tion for  it. 

Mr.  Ginsberg.  There  is  not,  Congressman  Burke, 

Mr.  Burke.  I  believe  there  are  some  700,000  children  in  this  cate- 
gory in  the  Nation.  If  it  weren't  for  the  philanthropic  organizations, 
including  these  religious  groups  like  the  Jewish  and  Catholic  and  Pro- 
testant groups  that  are  doing  this  work,  the  city,  your  city  and  I 
imagine  many  other  cities  would  be  in  an  awful  mess  in  trying  to 
handle  this  problem.  I  mean  I  don't  know  how  you  could  do  it.  If  it 
weren't  for  the  voluntary  organizations  that  participate  in  this  work, 
these  children  would  be  almost  completely  neglected. 

Mr.  Goldberg.  Congressman,  there  is  no  question  but  what  the  in- 
stitutional care  that  is  offered  in  the  city  of  New  York  you  might 
almost  say  is  100  percent  private  agency  sponsored  and  if  in 
fact  those  facilities  were  not  there,  the  city  of  New  York  unless  it 
developed  its  own  facilities  would  be  in  very  serious  trouble.  I  value 
their  continuing  presence  and  participation,  but  I  think  that  all  of  the 
private  agencies  at  least  in  our  city  would  agree  with  my  comment 
that  what  we  ought  to  be  able  to  be  moving  toward  is  the  gradual 
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elimination  of  institutions  and  the  basic  way  of  dealing  with  the  prob- 
lems represented  in  child  care. 

There  is  no  question  if  they  weren't  in  fact  in  the  city  of  New  York 
Ave  would  be  in  very  serious  trouble. 

Mr.  Burke.  And  another  thing  I  think  is  true  is  that  in  the  city 
of  New  York  I  know  }^ou  have  many  problems  but  I  think  these 
organizations  are  able  to  raise  money  a  lot  easier  than  they  can  in 
many  of  the  rural  districts  of  the  country.  I  am  wondering  what  kind 
of  care  these  youngsters  are  receiving  in  some  of  the  outlying  areas 
where  they  haven't  the  facilities,  and  the  State  is  limited  as  to  how 
much  they  can  spend.  I  hope  that  you  can  prevail  upon  your  newly 
reelected  mayor  to  notify  the  White  House  about  this  problem  and  see 
if  they  can't  lift  their  sights  a  little  higher  down  here  in  Washington. 

Mr.  Ginsberg.  I  am  sure  he  can,  Congressman  Burke.  I  would  add 
to  that  only  that  even  in  the  AFDC  caseload  which  is  really  where 
much  of  the  prevention  ought  to  be  done  that  very  little  service  is 
actually  given.  This  goes  to  a  point  that  we  both  made  earlier  and  I 
don't  want  to  be  going  back  over  other  ground  but  it  is  a  fact,  as  I 
believe  the  commissioner  testified,  that  85  to  90  percent  of  the  case- 
workers' time  is  spent  on  the  eligibility,  on  the  forms  and  so  forth, 
so  that  when  we  talk  about  youngsters  getting  services  under  the 
AFDC  program  the  reality  is  that  they  get  very  little  service. 

From  every  point  of  view,  the  concern  with  the  kids  themselves, 
the  cost  of  the  program,  much  would  be  gained  by  the  kind  of  separa- 
tion that  we  are  talking  about,  so  that  caseworkers  can  begin  to  pro- 
vide actual  services  to  kids  in  their  own  homes  which  over  the  long 
haul,  given  the  number,  is  the  real  answer  to  this  problem. 

Mr.  Burke.  Thank  you  very  much. 

That  is  all,  Mr.  Chairman. 

Mrs.  Griffiths.  Mr.  Chairman  ? 

Mr.  Gibbons.  Mrs.  Griffiths. 

Mrs.  Griffiths.  I  would  like  to  say  to  you,  again,  Mr.  Ginsberg, 
that  I  agree  absolutely  that  the  Federal  Government  should  take  over 
the  total  cost  of  welfare.  The  thing  that  I  think  is  happening  right  now 
is  that  we  are  destroying  the  major  cities  of  America.  While  the 
general  taxpayers  are  subsidizing  the  removal  of  industry  from  the 
cities,  those  who  are  left  in  the  city  are  forced  to  pay  for  those  who 
can't  pay. 

Mr.  Ginsberg.  Exactly. 

Mrs.  Griffiths.  This  is  really  the  real  problem.  I  think  if  we  are 
to  save  the  major  cities  one  of  the  fastest  ways  to  do  it  would  be  for 
the  Federal  Government  to  take  over  this  total  expense. 

Mr.  Ginsberg.  Absolutely. 

Mrs.  Griffiths.  I  notice  that  the  stock  exchange  in  some  years 
past  considered  moving  out  of  New  York  City.  At  the  present  time 
in  the  city  I  represent  we  are  having  a  big  hassle  as  to  whether  General 
Motors  moves  outside  the  city  of  Detroit  as  S.  S.  Kresge  is  already 
doing  and  it  means  that  the  burden  becomes  greater  for  all  who  are 
left  and  those  who  are  left  will  then  leave  if  they  can  and  you  will 
just  have  a  ghetto  of  the  poorest  people  in  America  living  in  that 
housing  that  is  available. 

Mr.  Ginsberg.  Exactly,  Congresswoman  Griffiths.  You  have  the 
people  least  able  to  support  the  services  living  in  the  city  and  at  the 
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same  time  requiring  the  most  in  the  way  of  services,  while  the  people 
better  able  to  afford  it  who  need  less  are  moving  out.  That  is  exactly 
right. 

Mrs.  Griffiths.  I  would  like  to  ask  you  this.  You  didn't  spend  aa 
much  money  as  you  had  appropriated  on  day  care.  What  is  the  prob- 
lem, if  it  isn't  money  ? 

Mr.  Goldberg.  I  am  sorry.  Would  you  repeat  that  ? 

Mrs.  Griffiths.  You  did  not  spend  as  much  money  on  day  care  as 
you  had  appropriated.  What  is  the  problem  if  it  isn't  money  ? 

Mr.  Goldberg.  I  think  that  that  was  the  case,  Congresswoman 
Griffiths,  but  it  no  longer  is.  In  fact,  we  are  at  this  point  in  the  posi- 
tion of  having  to  require  deficit  funding  for  cur  day  care  services. 
We  had  a  timelag  between  money  appropriated  and  money  spent  that 
was  related,  I  think,  to  the  lack  of  understanding  on  the  part,  for 
example,  of  our  city  council  that  it  does  take  leadtime  to  make  day 
care  services  available.  At  this  point,  in  terms  of  the  number  of  persons 
in  the  city  that  need  day  care  services,  I  don't  think  even  with  the 
explosion  that  we  are  having  now  in  facilities  it  will  be  enough.  But 
we  at  this  point  have  under  active  consideration,  and  by  consideration 
I  don't  mean  just  discussion  but  in  various  stages  of  submission  to  our 
board  of  estimate  almost  175  different  sites  in  addition  to  112  that 
we  have  now.  So  that  we  have  broken  the  bottleneck  that  we  had  which 
was  in  fact  finding  sites  that  were  appropriate  and  working  out  the 
funding  for  it.  There  are  still  problems,  though.  The  problems  lie, 
I  think,  in  three  areas  actually,  two  that  Commissioner  Ginsberg  men- 
tioned, No.  1  being  the  need  for  continued  availability  of  capital 
money;  No.  2,  the  continued  availability  of  operating  money,  and  at 
least  in  the  city  of  New  York  and  other  cities  around  the  country 
what  might  be  defined  as  seed  money  because  unlike  the  comment 
that  was  made  earlier  we  are  not  putting  our  marbles  in  the  private 
day  care  operator;  we  are  committed  to  the  fact  that  the  local  com- 
munity ought  to  play  the  major  role  in  sponsoring,  operating  and 
being  part  of  the  day  care  scene,  and  before  you  can  get  your  hands 
into  existing  capital  money — in  our  State  we  have  a  youth  facilities 
construction  act — and  one  needs  $3,000  to  $5,000  to  dealVith  the  initial 
plans,  the  initial  finding  of  a  site.  One  of  the  helpful  things,  in  ad- 
dition to  operating  and  construction  money,  would  be  what  might 
be  defined  as  seed  money  or  development  money  not  unlike  some  of  the 
housing  money  that  the  Congress  has  granted. 

We  are  at  this  point  very  much  in  the  middle  of  a  major  explosion 
of  our  services. 

Mr.  Ginsberg.  In  addition  to  the  group  day  care  which  the  Com- 
missioner is  primarily  referring  to,  we  had  a  rather  substantial  pro- 
gram of  what  is  called  family  day  care  where  we  employ  one  ADC 
mother  to  take  care  of  up  to  five  children  of  other  ADC  mothers, 
and  I  think  the  program  is  really  working  very,  very  well. 

Mrs.  Griffiths.  How  many  WIN  training  slots  have  gone  unused 
in  New  York  City? 

Mr.  Goldberg.  8,400  have  been  committed  to  us  that  are  to  be  filled 
by  December  31,  this  year.  They  will  all  be  filled  and  we  will  probably 
need  more  than  we  have  been  given. 

Mrs.  Griffiths.  If  that  is  true,  then  why  is  it  that  you  have  done  so 
badly  in  the  past?  New  York  City  has  about  10  percent  of  all  AFDC 
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families.  Yet  it  has  only  one-third  of  1  percent  of  the  people  who 
have  gone  through  the  WIN  program.  What  has  been  your  problem  ? 

Mr.  Goldberg.  I  would  respond  to  that  that  we  were  allotted  8,400 
slots  by  the  State  of  New  York  representing  some  80  percent  of  what 
was  available  in  the  State.  We  are  completing  and  filling  all  of  those 
slots,  Mrs.  Griffiths,  and  will,  in  fact,  need  more  than  was  allotted 
to  us. 

Mrs.  Griffiths.  To  date  Oneida,  N.  Y.,  has  twice  as  many  who  have 
finished  the  program  as  you  have.  How  can  you  explain  it? 

Mr.  Goldberg.  I  think  the  issue  of  explaining  it  involves  two  issues. 
When  you  talk  about  somebody  who  has  twice  as  many,  in  many  in- 
stances it  is  eight  plus  eight  is  16.  We  had  a  slow  start  in  the  city 
because  of  the  size  of  our  agency,  because  of  the  size  of  our  staff.  We 
didn't  get  started  as  quickly  as  one  might  in  the  smaller  agency.  It  has 
to  do  with  the  problems  of  size  of  an  institution.  As  I  indicated  to 
you,  we  will  use  every  single  slot  and  more  than  was  in  fact  allotted 
to  us. 

Mrs.  Griffiths.  Only  Sy2  percent  of  the  mothers  were  found  appro- 
priate. How  did  you  make  the  determination  ? 

Mr.  Goldberg.  I  am  sorry,  Ma'am.  I  didn't  catch  that. 

Mrs.  Griffiths.  Only  3%  percent  of  your  mothers  were  found 
appropriate  for  the  WIN  program  training.  How  did  you  make  the 
determination  ? 

Mr.  Goldberg.  I  am  sorry.  I  don't  know  where  that  figure  comes 
from,  but  it  is  not  one  that  I  am  familiar  with. 

Mrs.  Griffiths.  Then  what  is  your  theory  of  how  many  were  found 
appropriate  ? 

Mr.  Goldberg.  We  are  still  very  much  in  the  middle  of  moving 
through  a  very  large  caseload  in  making  that  determination.  We 
haven't  gotten  through  with  the  entire  caseload. 

Mrs.  Griffiths.  How  do  you  do  it  ? 

Mr.  Goldberg.  Each  one  of  the  caseworkers  is  asked  to  review,  in 
accordance  with  the  priorities  that  have  been  set  by  the  State  for  the 
WIN  program,  each  of  the  categories  that  are  denned  as  priorities. 
For  example,  the  first  group  was  16-  to  21-year-old  male  or  female 
people  who  are  unattached.  The  next  group  was  men  who  are  over  21. 
The  last  group  in  our  priority  list  were  ADC  mothers,  and  this  is 
State-planned  material. 

Mrs.  Griffiths.  So  that  in  reality  do  you  have  sufficient  people 
that  you  could  fill  all  of  your  slots  of  the  first  two  groups  ? 

Mr.  Goldberg.  No,  we  have  not,  because  what  we  have  done, 
Mrs.  Griffiths,  is  while  we  have  observed  those  priorities,  we  have  also 
taken  ADC  mothers  on  a  voluntary  basis.  We  have  accepted  ADC 
mothers  as  they  have  come  forward. 

At  the  same  time,  each  of  the  ADC  cases  has  been  or  is  in  the  process 
of  being  reviewed  for  eligibility  in  accordance  with  both  Federal 
and  State  guidelines  to  determine  whether  they  should  or  should  not 
be  referred. 

Mrs.  Griffiths.  How  many  cases  does  a  caseworker  have  in  New 
York? 

Mr.  Goldberg.  At  this  moment  the  average  caseload  in  the  city  of 
New  York  is  71. 
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Mrs.  Griffiths.  What  is  the  average  turnover  in  New  York  City 
of  caseworkers  ? 

Mr.  Goldberg.  Up  until  the  last  6  to  8  months,  it  was  running  about 
42  or  43  percent. 

Mrs.  Griffiths.  So  that  you  have  about  58  or  60  out  of  100  dealing 
with  70  people,  and  they  are  changing  really  every  year,  is  that  right? 

Mr.  Goldberg.  Well,  let's  do  that  arithmetic  differently,  if  we  may^ 
The  turnover  reflects  the  unfortunate  truth  of  a  revolving  door.  It  does 
not  mean  that  there  are  not  people  there.  It  means  that  there  are  new 
people  there. 

Mrs.  Griffiths.  Unaccustomed  to  the  person  that  she  is  dealing 
with.  She  doesn't  know  the  person  that  she  is  dealing  with.  She  has 
to  make  a  home  call.  She  has  to  find  out  what  this  person  could  do, 
is  that  right  ? 

Mr.  Goldberg.  One  of  the  very  real  problems  in  the  WIN  program 
or  in  any  of  the  service  programs  in  our  agency  has  been  the  high  turn- 
over of  staff.  That  is  in  fact  true. 

Mrs.  Griffiths.  How  kindly  are  you  received  by  the  New  York 
Employment  Commission?  They  used  to  call  it  the  unemployment 
commission. 

Mr.  Goldberg.  You  mean  the  State  commission  ? 

Mrs.  Griffiths.  How  many  referrals  do  you  make  to  it?  Do  you 
have  every  person  on  welfare  in  New  York  who  could  work  listed 
with  the  employment  commission  ? 

Mr.  Goldberg.  As  of  our  recent  legislation,  effective  as  of  this  past 
July,  every  single  employable  person  receiving  public  assistance  in 
New  York  who  is  not  a  WIN  candidate  is  in  fact  referred  to  the  New 
Your  State  Employment  Service  every  2  weeks  and  required  to  report 
there  every  2  weeks. 

Mrs.  Griffiths.  What  percentage  of  mothers  with  children  step 
forward  to  volunteer  for  the  WIN  program? 

Mr.  Ginsberg.  Can  I  interrupt  a  moment? 

Mrs.  Griffiths.  Surely. 

Mr.  Ginsberg.  Only  because  this  is  an  issue  that  comes  up  again. 
In  New  York  City  by  the  direction  of  the  mayor  the  primary  respon- 
sibility for  manpower  training  and  employment  was  assigned  to  the 
Manpower  and  Career  Development  Agency  which  is  part  of  HRA, 
but  is  an  agency  other  than  DSS.  The  difficulty  with  the  figures  is 
that  those  referred  for  placement  or  the  number  of  referrals  made  by 
the  Department  of  Social  Services  through  WIN  to  State  Employ- 
ment do  not  deal  with  the  number,  for  instance,  of  mothers  that  are 
referred  to  or  go  through  the  MCDA  programs.  Thus,  the  two  biggest 
programs,  talking  about  numbers  now  for  AFDC  mothers  in  New 
York  City,  are  the  so-called  basic  office  practice  program,  and  what  is 
called  our  public  service  career  program,  both  of  which  are  almost 
entirely  mothers  on  welfare.  But  they  don't  appear  in  your  figures 
because  they  don't  go  the  route  of  DSS  to  State  Employment  Service. 
But  in  actual  referrals  and  placements  they  are  by  far  the  largest  num- 
ber of  people,  mothers  on  welfare,  who  actually  go  into  training  and 
end  up  in  employment. 

So  I  would  want  you  and  the  committee  to  know  that  when  you  are 
talking  about  the  figures  that  come  from  WIN  you  are  dealing  with 
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a  relatively  small  proportion  of  the  actual  number  of  mothers  that  go 
into  training  and  subsequent  employment. 

Mrs.  Griffiths.  One  of  the  things  with  which  I  differ  with  you  is 
where  you  raise  objections  to  requiring  the  mother  to  work.  For 
reasons  that  you  are  not  stating,  I  think  she  should  be  required  to 
work.  I  think  so  because  I  think  that  the  social  departments  are  not 
giving  her  any  choice.  They  aren't  really  doing  very  much  for  her. 
I  think  she  wants  to  work.  I  think  she  needs  some  help  beside  herself. 
I  think  some  pressure  should  be  put  on  somebody  else  to  assist  her. 
The  only  way  I  can  think  of  to  do  it  is  to  require  you  to  require  her 
to  work,  or  explain  why  you  don't. 

Mr.  Ginsberg.  Yes,  Congresswoman  Griffiths. 

Mrs.  Griffiths.  If  we  require  you  to,  it  seems  to  me  that  there  is 
going  to  be  a  little  more  heat  generated  to  help  this  woman  move  into 
a  money  economy.  I  think  she  has  that  right. 

Mr.  Ginsberg.  We  agree  she  has  the  right  and  as  we  said  earlier 
we  think  there  are  a  great  many  others  who  should  and  can  work  and 
want  to  work.  We  could  without  question  find  50,000  to  55,000  mothers 
in  New  York  City  now  who  would  be  prepared  and  anxious  to  take 
either  training  or  employment  depending  on  her  degree  of  skill.  That 
is  7  or  8  times,  I  guess,  the  number  of  total  WIN  slots  allotted  to  us 
or  way  beyond  anything  we  are  going  to  get  under  the  new  program. 
Leaving  out  humanitarian  and  administrative  reasons,  both  of  which, 
I  think,  are  very  strong,  what  is  the  point  in  attempting  a  system  of 
compulsion  when  you  have  7  or  8  times  as  many  people  available  and 
anxious  to  take  care  of  in  the  program  than  you  can  handle  now. 

Mrs.  Griffiths.  The  answer  is  that  you  are  going  to  come  back  and 
say,  "We  can't  do  this"  but  if  there  is  no  compulsion  and  all  we  are 
required  to  do  is  say  forget  it  and  give  them  some  money  and  let  the 
matter  rest,  don't  worry  about  getting  these  women  into  the  work- 
stream,  this  is  their  place  in  life,  then  I  think  we  are  going  to  go  along 
with  it  but  I  don't  want  to  go  along  with  it. 

Mr.  Ginsberg.  I  think  if  we  are  to  say  to  you  or  them,  "forget  about 
it,  it  doesn't  make  any  difference,"  then  that  would  be  a  legitimate 
criticism. 

Mrs.  Griffiths.  I  think  this  has  been  said  for  30  years.  I  don't 
think  anything  different  has  been  said.  I  think  we  have  consigned 
them  to  that  role  in  life  and  I  am  opposed  to  it. 

Mr.  Ginsberg.  We  are  opposed,  but  the  question  is  how  do  you 
achieve  the  objective  that  we  are  in  agreement  on?  I  think  you  do  it 
by  providing  the  funds  that  need  to  be  available  by  guaranteeing  that 
there  are  jobs  available  at  the  end  of  the  training  and  having  the  day- 
care centers  available. 

When  Congress  and  the  United  States  takes  care  of  those,  you  don't 
have  to  worry  about  the  matter  of  compulsion. 

Mrs.  Griffiths.  I  think  that  is  right,  but  if  we  let  you  go  along, 
that  you  are  not  going  to  have  to  do  anything  except  give  them  money, 
I  think  that  is  all  that  is  going  to  happen  and  they  won't  have  a  chance. 

Mr.  Goldberg,  May  I  make  a  comment  because  I  think  this  is 
obviously  a  problem  that  has  perplexed  many  of  us  for  many  years. 

I  want  to  cite,  again,  that  before  we  were  ever  involved  in  the  WIN 
program  when  in  fact  we  had  the  first  beginnings  of  a  public  service 
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career  program,  we  didn't  have  to  knock  on  anybody's  door  to  fill  the 
few  slots  that  were  available. 

We  would  not  have  to  knock  on  anybody's  door  tomorrow  if  I  can 
quadruple  that,  and  I  asked  myself  why.  I  think  that  the  why  is 
because  there  is  a  specific  job.  You  can  see  it.  You  can  feel  it.  You  can 
touch  it.  You  know  how  much  it  pays.  There  is  a  way  for  people  to 
become  involved.  I  think  that  that  is  one  of  the  critical  reasons  as  to 
why  that  particular  program  has  had  the  kind  of  response  that  it  has. 

If  tomorrow  we  went  from  400  slots  of  that  kind  to  2,400,  within  a 
month  I  could  fill  every  one  of  those  2,000  without  anything  other 
than  simpty  notifying  people  that  in  fact  it  was  available. 

I  ask  myself  why,  how  come,  and  I  think  that  the  reasons  are  related 
to  the  comments  Commissioner  Ginsberg  was  making,  there  is  a  job, 
it  is  real,  we  know  how  much  it  pays,  there  is  an  opportunity  for  ad- 
vancement and  it  is  done  in  the  kind  of  setting  where  we  can  be  helpful. 
It  has  an  educational  component.  It  is  really  designed  to  help  me  move 
somewhere.  It  is  not  just  making  busy  with  my  hands.  I  would  suggest 
that  that  is  part  of  what  has  to  go  into  the  thinking  when  we  are  talking 
about  employment  for  ADC  mothers  or  for  welfare  recipients 
generally. 

Mrs.  Griffiths.  You  have  already  pointed  out  that  it  has  to  be  a 
better  job  available  than  welfare  plus  some  earnings  will  give  her  on 
welfare  alone  and  this  is  way  out  of  hand  now.  It  is  very  difficult  to 
give  a  women  that  kind  of  a  choice  because  women's  wages  are  uni- 
versally so  low.  You  have  Ph.  D.'s  who  are  women  who  are  literally 
doing  filing  work.  The  mean  average  wage  for  a  women  is  something 
more  than  $4,000.  There  are  innumerable  women  in  Detroit  who  draw 
more  in  welfare  than  that.  The  $4,000  woman  is  paying  taxes.  The 
woman  drawing  welfare  isn't,  except  sales  tax  or  whatever  tax  she  pays 
indirectly  through  rent.  You  have  to  lift  your  sights  on  the  kind  of  job 
you  are  going  to  give  the  women,  the  kind  of  training  you  are  going  to 
give  her  and  the  kind  of  help  you  are  going  to  give  her  and  unless  some 
pressure  is  put  on  those  social  service  workers  who  are  handling  70 
cases,  you  are  never  going  to  help  her  at  all. 

I  am  for  helping  her. 

Thank  you. 

Mr.  Gibbons.  Mr.  Gilbert  ? 

Mr.  Gilbert.  Thank  you,  Mr.  Chairman. 

I  would  like  to  extend  a  personal  welcome  to  Mr.  Ginsberg  and  his 
colleague,  Commissioner  Goldberg,  for  their  fine  presentation  here  this 
morning  and  this  afternoon. 

Mr.  Ginsberg.  Thank  you. 

Mr.  Gilbert.  I  think  you  have  infinite  patience  and  I  certainly  be- 
lieve that  the  answers  in  response  to  the  questions  will  aid  the  committee 
in  its  deliberations  on  this  very  knotty  problem. 

The  Mxon  welfare  plan,  as  we  know,  in  our  opinion,  has  very  little 
benefit  as  far  as  the  State  of  New  York  is  concerned,  as  far  as  the  city 
of  New  York  is  concerned,  and  also  probably,  as  far  as  the  large  urban 
areas  of  our  country,  the  large  cities  such  as  Detroit  and  other  large 
cities  are  concerned.  I  wonder  what  you  suggest  to  make  up  for  these 
deficiencies  in  the  Mxon  administration  proposals. 

Mr.  Ginsberg.  I  think  the  diagnosis  or  the  analysis  you  make,  Con- 
gressman, is  exactly  right.  I  think  we  have  suggested  at  least  two  ways. 
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There  are  others,  but  we  have  suggested  at  least  two  specific  ways  by 
which  something  could  be  done  of  that  nature. 

One,  assuming  that  Congress  goes  with  the  basic  $1,600  for  a  family 
of  four,  is  to  follow  what  the  Nixon  administration  has  proposed  for 
the  adult  categories  for  the  aged,  blind  and  disabled.  They  have  sug- 
gested 100  percent  financing  for  the  first  $30  and  a  formula  for  sup- 
plementing it  above  that.  We  have  proposed  a  variety  of  formulas,  but 
one  of  them  would  be  to  provide  50  percent  of  the  amount  that  a  State 
and/or  city  supplements  or  provides  payments  above  the  $1,600  be- 
cause, actually,  if  you  look  at  New  York  State,  and  it  is  not  so  atypical 
our  payment  to  a  family  of  four  is  roughly  $3,700  currently.  We  receive 
50  percent  of  that  from  the  Federal  Government  or  $1,850. 

Under  the  Nixon  proposal  we  will  receive  $1,600,  actually  a  reduc- 
tion. Just  as  is  done  with  the  adult  category  one  could  say  the  basic 
$1,600  is  the  basic  Federal  contribution.  Then  we  will  provide  50 
percent  of  either  the  next  $1,600  or  the  total  amount  above  including 
the  possibility  as  suggested  for  the  adult  categories,  putting  a  cutoff. 
But  the  key  is  some  form  of  supplementation,  a  percentage. 

Obviously,  I  have  urged,  as  did  the  mayor,  and  Commissioner 
Goldberg,  that  the  Federal  Government  finance  the  whole  thing.  But 
until  that  point  there  ought  to  be  some  formula  providing  some 
supplement  above  the  Federal  minimum.  Those  of  us  who  worked  with 
the  Nathan  Committee  for  President  Nixon  before  he  took  office  went 
through  this  formula  and  it  turned  out  to  be  relatively  inexpensive 
f  romoa  national  point  of  view.  That  is  one  way. 

Another  way  is  to  revise  the  formula  in  the  Nixon  proposal  that  no 
State  should  have  to  pay  more  than  90  percent.  I  would  start,  I  would 
say,  with  85,  and  reduce  that  percentage  each  year,  but  meanwhile  make 
sure  that  is  is,  as  I  suggested  before,  calculated  from  a  fixed  base  rather 
than  as  the  proposal  indicates  that  each  year  you  will  have  to  pay  90 
percent  of  a  higher  figure. 

For  instance,  in  the  first  full  year,  assuming  this  bill  is  passed, 
the  total  that  the  State  and  city  of  New  York  combined  will  receive 
under  this  is  about  $80  million.  The  increased  cost  of  that  program 
just  in  that  one  year  will  run  about  $140  million.  So  in  that  very  first 
year  of  operation  presumably  under  this  new  proposal  if  it  went  that 
way  you  would  find  the  State  and  the  city  of  New  York  already  so 
hard  pressed. 

Mr.  Gilbert.  Running  at  a  deficit  of  $60  million. 

Mr.  Ginsberg.  Eunning  at  an  additional  deficit.  Either  of  those 
formulas  I  suggested  would  do  much,  I  think,  Congressman  to  take 
care  of  the  problem  that  you  are  posing. 

Mr.  Gilbert.  Based  upon  your  recommendations,  what  would  the 
additional  cost  be  to  the  Federal  Government  ? 

Mr.  Ginsberg.  On  the  first  one,  which  is  50  percent  of  the  second 
$1,600  or  whatever  the  amount  was,  we  did  some  figures  on  that  Nathan 
committee  with  the  help  of  HEW  and  it  turned  out  to  be  that  the  total 
cost  for  the  Federal  Government  was  less  than  $1  billion  and  that  was 
offset  by  about  $500  million  to  $600  million  that  the  States  and  cities 
would  save.  The  net  cost  in  tax  dollars  was  somewhere  around  $300 
million.  The  cost  to  the  Federal  Government  was  somewhat  under  a 
billion  dollars  but  it  would  be  offset  by  those  savings. 
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Mr.  Gilbert.  I  think  that  would  be  worthwhile  rather  than  burden- 
ing the  States  and  cities  with  this  additional  cost. 

Mr.  Ginsberg,  I  was  very  intrigued  with  your  suggestion  that  wel- 
fare programs  be  taken  over  completely  by  the  Federal  Government. 
You  made  some  passing  reference  to  it  perhaps  in  answer  to  some 
specific  questions.  I  wonder,  for  the  record,  if  you  would  indicate  and 
tell  the  committee  what  specifically  would  be  the  advantages  of  having 
a  Federal  program  and  how  you  think  this  could  be  accomplished. 

Mr.  Ginsberg.  Let  me  say,  first,  on  that,  Congressman,  that  while  I 
know  that  the  fact  that  everybody  else  does  it  that  way  doesn't  neces- 
sarily prove  the  case.  But  it  at  least  ought  to  mean  that  we  should  take 
a  look  at  the  experience  of  the  rest  of  the  world  in  this  situation.  In 
almost  no  country  that  I  can  think  of,  assuming  any  industrial  country, 
is  the  income  maintenance  part  of  welfare,  and  that  is  what  we  are 
talking  about,  the  eligibility  and  the  payments,  done  other  than  by  the 
national  government.  There  is  ample  precedent  and  a  good  deal  of 
experience  of  that  kind. 

As  I  indicated  before,  without  attempting  to  put  them  in  the  order 
of  importance,  one  is  that  you  would  clearly  provide  for  this  kind  of 
separation  of  the  two  functions  which  really  don't  go  together.  People 
need  financial  help  and  that  has  to  be  determined  in  accordance  with 
certain  eligibility  standards  and  they  have  to  be  paid.  That  is  the  kind 
of  thing,  it  seems  to  me,  that  clearly  can  be  done  simply  with  relatively 
uncomplicated  kinds  of  forms  and  can  be  done  very  simply  nationally. 

Then  people  also  need,  which  is  what  I  think  Congresswoman  Grif- 
fiths was  saying,  help  with  employment,  health,  education  and  so  forth. 
That  is  a  service  function.  I  believe  strongly  that  that  can  best  be 
done  locally.  Taking  over  the  income  maintenance  nationally  would 
separate  our  two  functions  which  are  not  compatible  with  each  other. 
Let  me  say  to  you  that  the  notion  that  this  country  has  gone  along 
with  that  on  Monday  the  caseworker  shows  up  and  meets  Mrs.  Smith 
and  says,  "Today  I  am  checking  up  into  whether  you  are  eligible  or 
not,  and  I  want  to  know  all  these  facts  and  fill  out  these  forms,"  and 
later  in  the  same  interview  she  says,  "I  want  to  see  how  I  can  be 
helpful  to  you,"  the  notion  that  the  client  is  really  going  to  be  respon- 
sive to  seek  that  caseworker's  help  is  simply  unrealistic.  It  doesn't  hap- 
pen and  it  won't  happen.  You  know  of  caseworkers,  as  Mr.  Goldberg 
said,  spending  90  or  95  percent  of  the  time  on  the  first.  That  is  one  of 
the  major  advantages  that  would  come  from  this.  It  would  lead  to  a 
greatly  simplified  administration. 

We  now  have  in  this  country  50  different  systems  and  they  vary 
tremendously.  The  theory  is  that  the  HEW  guidelines  enforce  a  cer- 
tain kind  of  uniformity  or  a  certain  kind  of  direction. 

Let  me  say  that  it  is  very  limited  in  that  respect. 

So  you  have  people  simply  by  the  chance  of  where  they  happen  to  live 
being  treated  in  quite  different  ways.  I  think  that  simply  does  not 
make  sense.  So  you  would  get  uniform  criteria  of  eligibility  and  uni- 
formity of  operation.  You  would  save  money.  You  can  administer 
that  thing  so  much  more  simply,  so  much  more  efficiently.  The  eligi- 
bility job  is  basically  a  clerical  job.  The  notion  that  you  need  a  college 
graduate,  a  caseworker  to  do  this  function,  has  nothing  to  do  with  the 
reality  of  the  job.  They,  understandably,  get  bored  and  don't  do  it  as 
well.  They  are  also  faced,  as  we  are  in  New  York,  with  three  sets  of 
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forms.  The  city  has  its  forms.  The  State  has,  and  the  Federal  Govern- 
ment has.  Everybody  is  in  favor  of  eliminating  forms,  but  when  we  get 
together  we  are  in  favor  of  eliminating  the  other  guy's  forms,  so  we 
end  up  with  more. 

If  you  had  one  unit  of  government  administering  this  program  the 
simplification  and  saving  and  better  service  seem  to  me  so  clearcut  that 
I  think  there  is  an  overwhelming  case  for  it. 

Mr.  Gilbert.  I  am  delighted  to  hear  you  say  that. 

About  how  much  do  you  think  would  be  saved  with  this  type  of  a 
program  ? 

Mr.  Ginsberg.  Well,  these  are  tough  estimates  to  make.  Even  in 
our  own  program,  Commissioner  Goldberg  had  introduced  this  separa- 
tion somewhat  on  a  local  level,  and  I  would  think  that  under  his  plans 
we  will  probably  save  the  salaries  of  7,000  caseworkers,  which  in 
our  town  is  quite  substantial.  I  would  say  the  administrative  savings 
literally  runs  to  hundreds  of  millions  of  dollars  here.  I  really  believe 
in  this  thing  that  there  is  an  overwhelming  case.  What  we  have  learned, 
Congressman,  from  every  other  subsidy  program  in  the  United  States 
is  that  it  should  be  administered  that  way  and  financed  that  way. 
For  some  reason  which  I  do  not  fully  understand,  this  is  the  only  one 
that  we  do  by  a  completely  outmoded  system. 

Mr.  Gilbert.  I  have  just  one  more  question. 

Under  the  Nixon  proposal,  I  didn't  think  there  was  adequate  pro- 
vision for  additional  jobs  for  welfare  recipients.  I  am  just  wondering 
what  would  you  suggest  perhaps  to  bolster  up  the  program  so  that 
more  jobs  would  be  available  ?  This  seems  to  be  the  nub  of  the  problem. 

Mr.  Ginsberg.  That  is  a  major  weakness,  I  think,  in  the  program. 
There  are  no  provisions  for  specific  jobs.  The  programs  that  the  com- 
missioner and  I  have  been  talking  about,  the  so-called  public  service 
careers,  seem  to  us  to  offer  a  tremendous  opportunity.  They  combine 
education,  training  and  employment  and  opportunity  for  advance- 
ment and  go  very  well.  I  think  the  same  thing  can  be  done  in  private 
industry  by  certain  subsidies  under  certain  safeguards,  and  I  have 
personally  long  advocated,  for  instance,  the  use  of  welfare  payments 
as  means  of  subsidizing  employment  both  in  private  industry  and  in 
the  Government.  It  simply  seems  to  me  that  you  can  take  some  of  the 
same  money  that  you  now  use  for  welfare  payments.  I  know  the  present 
law  doesn't  permit  it,  but  that  is  not  an  argument  against  it.  We  would 
provide  welfare  money  in  a  form  that  it  could  be  used  to  subsidize 
the  two  types  of  employment  that  I  am  talking  about. 

The  clients,  the  people  on  welfare,  would  be  much  better  off  and  so 
would  the  Government  and  the  rest  of  the  people  of  the  United  States. 

Mr.  Gilbert.  Of  course  to  continue  one  moment  with  that  question, 
I  have  a  vague  recollection  that  in  Nassau  County  they  attempted  to 
institute  that  type  of  a  system.  I  don't  know  whatever  happened  to  it. 
I  remember  reading  it  or  somebody  spoke  to  me  about  this  system, 
where  welfare  clients,  or  recipients,  would  be  either  compelled  or 
would  volunteer  to  work  for  the  county  and  be  paid,  I  guess,  a  pre- 
vailing wage  for  the  work  that  they  are  doing. 

Mr.  Ginsberg.  Yes.  that  is  an  experiment  which  is  just  beginning, 
Congressman,  and  it  points  up  again  that  here  is  something  which 
I  think  is  really  effective.  The  only  way  you  can  do  it  is  call  them 
experiments  and  demonstrations,  and  so  forth.  It  only  can  be  done 
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that  way  and  is  done  in  very  limited  style.  I  think  Nassau  is  going  to 
prove  what  many  of  us  have  known  for  a  long  time,  that  this  is  the 
way  that  people  are  willing-  to  work  if  these  kinds  of  jobs  are  available. 

Mr.  Gilbert.  What  kinds  of  jobs  would  they  have  available  ? 

Mr.  Gixsberg.  They  are  using  an  expression  that  we  have  used 
that  is  not  very  popular,  the  notion  of  the  Government  as  employer 
of  last  resort,  if  there  is  not  an  appropriate  job  available  in  pri- 
vate industry.  I  hope  you  won't  be  thrown  off  by  the  term.  Basically, 
the  idea  is  a  very  sound  one  even  though  no  one  likes  the  term.  The 
idea  is  in  services  like  the  "Welfare  Department,  the  hospitals,  the 
schools,  and  so  forth,  there  is  enormous  need  for  people  to  do  the 
job  and  start  out  as  aides  or  para-professionals  and  they  will  assign 
them  to  these  jobs.  These  people  will  take  these  jobs  and  get  paid  and, 
meanwhile,  take  additional  training  so  that  they  can  go  on  to  a  better 
job. 

Mr.  Gilbert.  Thank  you  very  much,  commissioner. 
Mr.  Gixsberg.  Thank  you. 

Mr.  Glbboxs.  May  I  say  to  Mr.  Scheuer  that.  Jim.  I  know  you 
probably  want  to  vote,  and  if  you  go  to  vote  we  will  put  you  on  as 
soon  as  you  come  back. 

Mr.  Corman? 

Mr.  Oorzsiax.  Thank  you.  Mr.  Chairman. 

Mr.  Ginsberg.  I  would  like  to  get  back  to  the  question  the  chairman 
discussed  with  you  concerning  assistance  payments  to  a  family  with 
the  father  in  the  home.  I  assume  that  in  those  cases  where  there  is  a 
father  in  the  home  there  is  the  capacity  to  move  off  of  welfare  more 
easily  than  when  there  is  only  a  single  parent. 

Mr.  Gix'sberg.  Yes. 

Mr.  Corxlax".  There  probably  is  more  of  a  turnover  in  that  category 
than  the  others. 

How  many  recipients  are  there  in  New  York  City  where  there  is 
a  father  in  the  home  ? 

Mr.  Goldberg.  We  carry  somewhere  around  11,000  of  such  cases  in 
and  out.  Mr.  Corman,  because  there  is  a  great  deal  of  fluctuation. 

Mr.  Cokmax.  If  they  moved  out  twice  a  year  we  are  talking  about 
22,000  families.  Isn't  it  fair  to  assume  that  this  rule  of  permitting  aid 
with  the  father  in  the  home  probably  helps  keep  about  22,000  families 
together  ? 

Mr.  Gix"sberg.  I  think.  Congressman,  nobody  can  say  it  is  the  full 
22,000.  I  know  in  a  respect  the  chairman  was  right.  However,  there 
is  no  question  that  in  a  certain  proportion  of  those  if  the  father  has 
faced  the  choice  that  the  only  way  my  wife  and  kids  can  get  some 
money  is  if  I  get  out,  that  is  a  powerful  incentive  to  get  out. 

There  are  other  reasons  why  families  break  up.  You  haven't  asked, 
but  I  think  this  particular  provision  is  often  very  helpful  to  certain 
industries  in  a  commtmity  where  there  are  seasonal  kinds  of  work. 
We  know  the  effect  in  Yew  York.  The  truth  is  that  while  it  is  not  de- 
signed that  way.  if  you  take  restaurants  or  hotels  where  there  may  be 
a  very  busy  season,  this  has  worked  out  so  that  it  has  helped  keep  a 
labor  supply  that  is  very  necessary  in  that  particular  community.  That 
is  not  the  intent  of  the  program,  but  one  should  not  overlook  the 
importance  it  has  in  the  economic  system  of  a  number  of  our  cities. 
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Mr.  Gorman.  I  would  agree  that  we  can't  anticipate  this  as  the  only 
reason  fathers  leave  home  because  fathers  who  are  not  on  AFDC  leave 
home  frequently  too.  It  does  seem  to  me  that  we  ought  to  extend  that 
requirement  throughout  the  country. 

Mr.  Ginsberg.  Absolutely. 

Mr.  Corman.  I  share  your  view  that  we  would  be  better  off  with 
total  Federal  financing,  although  I  don't  think  we  are  going  to  accom- 
plish this  soon.  Don't  you  think  there  is  reason  for  us  to  try,  as  a 
first  order  of  business,  getting  public  assistance  costs  off  of  local  gov- 
ernment and  shifting  the  total  burden  to  State  and  Federal  financing  ? 

Mr.  Ginsberg.  Yes,  I  do.  As  an  alternative  preferable  to  the  present 
one,  although  not  as  desirable  as  full  Federal  financing,  I  think  that 
is  true.  Of  course  in  41  of  the  States  now,  I  believe  you  have  that  choice. 
There  are  relatively  few  but,  unfortunately,  New  York  is  one  of  them 
which  is  still  in  the  situation  of  having  a  substantial  local  contribution. 
I  would  certainly  agree  as  an  intermediate  step  if  that  is  necessary 
that  the  States  share  ought  to  take  over  the  local  community's  share. 

Mr.  Gorman.  I  hope  we  would  move  in  that  direction  in  this 
legislation. 

What  percentage  of  the  total  taxes  collected  in  New  York  City  goes 
for  public  assistance  now  ?  Do  you  have  a  rough  figure  ? 

Mr.  Ginsberg.  In  the  cost  budgeted  for  this  fiscal  year,  the  city  tax 
levy  share  is  estimated  at  around  $432  million.  The  total  budget  of 
New  York  is,  of  course,  about  $7  billion,  but  that  includes,  for  instance, 
the  one  and  a  half  billion  dollars  of  welfare  from  State  and  Federal 
sources.  The  city  tax  levy  that  the  $432  million  comes  out  of  is  some- 
where around  three  to  three  and  a  half  billion  dollars,  so  you  are 
talking  about  one-seventh  or  one-eighth  of  the  tax  money  raised  in 
New  York.  The  biggest  single  expenditure  in  the  City  of  New  York  at 
this  time  is  for  welfare. 

Mr.  Corman.  And  isn't  it  true  that  if  the  city  was  relieved  of  that 
burden,  they  probably  could  create  a  lot  of  public  service  jobs  in  the 
city  of  New  York?  Jobs  that  need  to  be  done  and  jobs  that  some  of 
these  welfare  recipients  might  be  able  to  do  ? 

Mr.  Ginsberg.  Absolutely.  There  is  no  question  about  that,  Mayor 
Lindsay  has  discussed  this,  I  think,  at  considerable  length.  There  is 
no  doubt  at  all  that  we  would  do  that.  We  would,  obviously,  be  able  to 
do  something  about  improving  health  and  education  services  which 
are  also  a  key  to  doing  something  about  welfare. 

Mr.  Corman.  I  would  like  to  discuss  the  matter  of  splitting  the  ad- 
ministration or  the  evaluation  of  eligibility  from  the  social  services.  I 
think  there  are  a  certain  number  of  families  where  there  is  no  responsi- 
ble head  of  family  living  in  the  home  and  where  you  couldn't  safely  give 
straight  cash  payments.  Wouldn't  it  be  relatively  easy,  however,  for  the 
social  worker  to  make  that  determination  and  notify  the  administra- 
tor so  funds  necessary  to  keep  the  family  could  be  administered  by 
the  social  worker  ? 

Mr.  Goldberg.  We  in  a  sense  have  the  capacity  to  do  that  now,  Mr. 
Corman,  to  provide  for  a  restricted  payment  or  in  some  instances  for  a 
vendor  payment.  Where  there  is  a  clear  indication  that  there  isn't  the 
capacity  to  handle  the  money,  there  are  devices  that  can  be  used. 

Mr.  Corman.  There  was  some  expression  of  concern  about  that. 
If  you  separate  it,  it  goes  into  two  categories  and  perhaps  then  the 
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cash  payments  would  end  up  being  misspent.  There  is  no  question  but 
that  you  still  anticipate  there  would  be  a  social  worker  who  could 
monitor  and  who  could  assume  the  responsibility  for  the  expenditure 
in  those  cases  where  necessary  ? 

Mr.  Gixsberg.  Separation  doesn't  mean  that  there  would  be  no 
contact  between  the  two.  This  same  problem  is  handled  everywhere  else 
in  the  world  without  difficulty. 

Mr.  Coraiax.  Mr.  Ginsberg,  I  have  been  trying  to  think  of  the 
reasons  welfare  rolls  tend  to  grow.  I  am  going  to  suggest  four  to 
you  and  if  you  can  think  of  any  more  I  would  like  to  hear  them; 
that  is,  significant  reasons.  One  that  we  frequently  hear  about  is  new- 
born children.  That  must  be  a  factor,  obviously.  Another  is  migration. 
Another  is  unemployment.  The  last  is  the  great  number  of  people  who 
are  eligible  and  haven't  been  drawing,  but  sometimes  just  by  chance 
and  sometimes  through  organized  effort  are  informed  of  their  eligi- 
bility and  are  added  to  the  rolls. 

Now,  can  you  think  of  any  others  that  substantially  increase  the 
number  of  people  on  welfare  ? 

Mr.  Gixsberg.  I  would  simply  add,  which  is  really  your  fourth 
point,  I  believe,  the  points  that  tend  to  get  overlooked  because  this  is 
such  a  prosperous  country,  that  there  are  a  lot  of  poor  people  in  the 
United  States  that,  by  and  large,  have  been  overlooked.  People  close 
to  this  business  have  known  for  many,  many  years  that  there  were 
at  least  two  and  possibly  three  other  people  eligible  for  welfare  as 
contrasted  to  those  who  were  actually  on  so  that  in  a  sense  you  had  a 
very  large  reservoir  of  eligible  people  who  were  there  and  who  needed 
help  and  were  not  getting  it. 

I  would  go  along  with  what  you  said  about  unemployment.  In  this 
country  it  is  true  that  some  of  the  jobs — and  surely  in  the  big  cities, 
and  New  York  is  a  primary  example — some  of  the  jobs  that  used  to  be 
available  to  unskilled  people  are  no  longer  available  to  them.  That  is  in 
a  sense  a  sign  of  progress  in  a  nation,  I  suppose,  but  it  has  its  casualties. 

Another  thing  I  would  add  is  poor  health.  Again,  and  again,  we  find 
that  people  who  start  working  and  go  on  the  job  are  forced  to  drop  out 
of  the  work  force  because  of  inadequate  health  and  inadequate  facil- 
ities to  take  care  of  them.  I  would  simply  add  those  to  the  basic  list 
that  you  have  suggested. 

Mr.  Cormax.  I  assume  that  when  we  come  to  that  part  it  would  grow, 
due  to  unemployment.  As  we  eliminate  jobs  through  technology  or 
through  cuts  in  government  spending  those  unemployed  are  going  to 
be  the  people  with  the  least  skill,  the  least  abilities  and  the  ones  that 
will  most  rapidly  wind  up  on  the  welfare  rolls,  is  that  correct  ? 

Mr.  Gixsberg.  Exactly.  We  say  we  eliminate  the  unskilled  jobs  but 
increase  the  skilled  jobs  and  say  how  come  one  doesn't  go  in  the  other. 
Wll,  that  group  is  totally  unfittede  for  the  other  and  it  works  out 
exactly  as  you  are  suggesting. 

Mr.  Cormax.  Do  you  have  any  estimates  of  what  it  would  cost  in 
the  city  of  New  York  to  totally  fund  the  administration's  proposals 
if  you  were  in  truth  going  to  provide  day  care  for  all  the  children 
whose  mothers  are  going  to  be  required  to  work  and  if  you  provide 
training  that  would  lead  to  available  skill  on  the  part  of  all  those 
that  the  administration  proposal  anticipates  will  be  working? 
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Mr.  Ginsberg.  Congressman  Corman,  I  could  give  you  an  off-the- 
cuff  figure.  I  would  rather  not  do  this  because  I  think  it  is  a  very  legiti- 
mate question.  If  you  would  permit,  I  would  rather  get  together  with 
my  colleagues  and  we  would  submit  to  you  and  the  committee  our 
estimate  on  what  it  would  cost  to  do  the  total  job. 

As  I  indicated  earlier,  day  care  is  about  $2,500  a  child  so  that  we 
are  talking  of  a  substantial  amount  of  money,  but  talking  of  a  sub- 
stantial problem,  and  I  would  like  to  provide  the  figures  in  that  way 
if  it  is  okay  with  you. 

(The  information  referred  to  follows:) 

Decembee  2,  1969. 

Hon.  James  C.  Gorman, 
House  of  Representatives, 
Washington,  B.C. 

De\r  Congressman  Corman  :  I  am  writing  in  follow-up  to  my  testimony  before 
the  House  Ways  and  Means  Committee  on  November  13.  As  you  may  recall,  I 
promised  to  provide  you  with  some  estimates  on  the  cost  of  implementing  several 
of  the  Administration's  Welfare  proposals. 

We  estimate  that  the  total  cost  of  group  day  care  per  child  is  $2,500  per  child 
per  year.  For  family  day  care  the  figure  is  about  $1,800  per  child  per  year. 

The  current  cost  of  training  a  mother  in  our  Basic  Office  Skills  and  Basic  Edu- 
cation Program  is  $1.25  per  hour.  The  women  are  trained  for  35  hours  a  week  for 
26  weeks  which  costs  $1,137.50.  To  this  we  add  an  additional  $150  per  trainee  for 
recruitment,  counseling  and  placement.  This  brings  the  total  training  cost  to 
almost  $1,300  per  trainee. 

In  New  York  we  assume  that  25,000  to  50,000  of  the  160,000  mothers  on  welfare 
might  be  involved  in  the  training  program.  This  would  cost  between  $32,500,000 
and  $65,000,000. 

We  assume  that  these  women  would  have  approximately  100,000  children 
eligible  for  day  care  services.  At  $2,500  per  child  per  year  this  would  cost 
$250,000,000  per  year. 

As  you  mentioned  during  the  hearing,  it  is  vital  that  there  be  no  illusions  about 
the  amount  of  money  required  to  get  the  job  done.  Congress  is  entitled  to  know 
how  little  can  be  done  for  the  amount  of  money  that  will,  in  fact,  be  spent. 

Our  staff  is  still  working  on  cost  estimates  for  supplementary  grants  to  the 
working  poor.  I  will  have  some  material  for  you  early  next  Week. 

I  hope  this  information  is  useful  to  you.  If  you  have  further  questions,  please 
do  not  hesitate  to  call  upon  me. 

Best  wishes. 
Sincerely, 

Mitchell  I.  Ginsberg,  Administrato?'. 

Mr.  Corman.  That  would  be  tremendously  helpful. 

The  purpose  of  my  question  is  that  I  am  apprehensive  that  we  may 
pass  this  legislation,  underfund  miserably,  and  then  blame  the  poor 
and  the  administrators  of  the  program  because  it  failed. 

It  seems  to  be  analogous  to  the  NASA  program.  They  told  us  how 
much  money  they  needed  and  we  gave  it  to  them.  They  accomplished 
their  mission  within  the  prescribed  time.  It  doesn't  seem  to  me  we  have 
any  hope  of  doing  that  unless,  first  of  all,  we  know  whow  much  it  is 
going  to  cost  and,  secondly,  we  make  the  decision  as  to  whether  or  not 
we  want  to  do  it. 

I  have  no  quarrel  with  doing  it,  I  think  we  must,  but  I  really  would 
like  to  know  how  many  dollars  we  are  talking  about  to  do  all  of  this. 

Mr.  Ginsberg.  I  couldn't  agree  more,  Congressman  Corman.  I  think 
sometimes  people  in  our  world,  too,  have  suggested  that  there  may  be 
bargain  basement  solutions  to  these  problems.  You  in  Congress  have 
a  right  to  know  how  much  in  our  judgment  it  would  really  cost. 
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Mr.  Corman.  The  new  concept  of  assisting  the  working  poor,  not 
only  in  New  York  but  across  the  country,  will  substantially  increase 
the  number  of  people  eligible  for  assistance  will  it  not  ?  When  you  give 
us  your  projected  figures,  it  will  be  helpful  if  you  have  statistics  on 
which  to  base  it. 

Mr.  Ginsberg.  We  have  our  own  experience  because  we  have  a  pro- 
gram now  in  New  York  State  which  covers  this.  We  can  give  you 
that.  The  number  to  be  added  under  this  program,  assuming  the  bill 
goes  as  suggested,  is  going  to  be  quite  substantial.  It  is  an  essential 
step  but  it  obviously  is  going  to  result  in  a  substantial  increase  in  the 
number  of  people  getting  assistance. 

Mr.  Gorman.  I  would  like  to  turn  to  the  mandatory  work  require- 
ment. You  have  been  administrators  in  this  field  for  a  long  time.  Ac- 
cording to  your  experience,  if  this  became  law,  isn't  there  a  real  danger 
that  it  would  be  used  by  some  administrators  to  remove  a  great  number 
of  people  from  the  welfare  rolls  when  in  truth  they  are  not  offered  jobs 
they  are  capable  of  handling*  or  there  is  not  adequate  child  care  for 
their  families  while  they  are  away  ? 

Mr.  Ginsberg.  Yes,  Congressman  Gorman,  I  am  very  much  afraid 
that  this  will  happen  in  some  places  and  it  isn't  just  the  administra- 
tors. I  am  not  noted  for  defending  many  of  our  administrators  but  it 
isn't  just  the  administrator.  It  is  the  pressure  that  arises  often  from 
the  public  because  you  are  dealing  with  the  most  unpopular  program 
and  this  is  seen  as  a  way  of  cutting  welfare  costs  and  it  seems  to  me 
that  in  a  sense  this  is  kind  of  a  hunting  license  to  do  something  that  is 
absolutely  unnecessary. 

Mr.  Corman.  It  seems  to  me  that  that  would  have  been  the  result  of 
the  AFDC  freeze  if  it  had  ever  gone  into  effect.  All  we  were  telling  you 
was,  "Decide  which  children  are  going  to  go  hungry  and  which  are 
not.  All  we  are  going  to  set  for  you  is  the  goal." 

Mr.  Ginsberg.  Exactly. 

Mr.  Corman.  That  is  the  reason  that  I  am  very  apprehensive  about 
mandatory  work  requirements. 

Could  you  give  us,  again,  the  cost  to  care  for  a  child  in  an  institution  ? 

Mr.  Goldberg.  They  range  between  $7,000  to  $15,000  on  an  annual- 
ized basis  depending  upon  what  kind  of  institution  the  youngster 
is  in. 

Mr.  Corman.  And  the  foster  care  home,  what  is  the  cost  of  that? 

Mr.  Goldberg.  Well,  the  payment  for  a  foster  care  home  at  this 
point  has  been  set  at  $135  a  month  per  child  in  foster  care. 

In  fairness,  there  were  some  staff  costs  that  have  to  be  laid  on  top 
of  that  $135,  but  the  difference  is  obvious  as  night  and  day  in  terms  of 
fiscal  cost. 

Mr.  Corman  (presiding).  The  annual  investment  to  institutionalize 
one  child  would  be  about  the  same  as  the  floor  we  are  giving  for  16 
people.  We  are  saying  that  a  family  of  four  ought  to  be  able  to  live  on 
$1,600  a  year,  and  it  costs  about  four  times  that  to  keep  a  child 
institutionalized. 

Mr.  Ginsberg.  Yes,  Congressman.  One  of  the  favorite  solutions 
that  people  propose  who  are  unhappy  with  AFDC  is,  "Take  the  kids 
away  from  the  mother  and  put  them  in  an  institution  and  everybody 
will  be  better  off." 
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Leaving  aside  all  other  considerations,  it  costs  eight  times  as  much 
to  do  that  and  that  is  the  point  that  I  think  people  have  difficulty  in 
understanding. 

Mr.  Corman.  Mr.  Ginsberg,  I  would  like  to  say  that  when  I  had  the 
privilege  of  hearing  you  before  the  Kerner  Commission  I  thought  you 
were  by  far  the  most  knowledgeable  of  all  those  who  tried  to  help  us  in 
that  thicket.  I  haven't  heard  anything  today  which  would  cause  me  to 
change  my  view. 

Mr.  Ginsberg.  Thank  you  very  much. 

Mr.  Gorman.  The  other  members  of  this  committee  will  be  back 
very  shortly,  as  soon  as  they  vote,  and  that  is  what  I  am  going  to 
do  now. 

I  assume  the  committee  will  recess  until  some  of  the  members  can 
get  back. 

Mr.  Ginsberg.  I  assume  we  are  excused  then. 
Mr.  Gorman.  Yes,  sir. 
Mr.  Ginsberg.  Thank  you  very  much. 
(Brief  recess.) 

Mr.  Gibbons  (presiding).  The  committee  will  come  to  order. 

Mr.  McGhee,  we  are  glad  to  welcome  you  to  the  committee  hearing. 

The  next  witness  is  Mr.  George  McGhee,  special  representative  of 
the  chairman  of  the  Urban  Coalition  Action  Council. 

Mr.  McGhee,  we  welcome  you.  We  realize  that  you  have  come  with 
a  distinguished  background  as  former  Ambassador  to  West  Germany. 

If  you  will  identify  yourself  for  the  record,  we  will  be  glad  to 
hear  you. 

STATEMENT  OF  HON.  GEORGE  McGHEE,  SPECIAL  REPRESENTATIVE 
OF  THE  CHAIRMAN,  URBAN  COALITION  ACTION  COUNCIL;  AC- 
COMPANIED BY  LOWELL  BECK,  EXECUTIVE  DIRECTOR,  AND 
RICHARD  S.  SHARPE,  PROFESSIONAL  STAFF 

Mr.  McGhee.  Thank  you  very  much,  Mr.  Chairman.  It  is  a  pleasure 
to  be  here. 

As  you  note,  I  come  as  a  representative  of  Mr.  Gardner.  I  have  with 
me  Mr.  Lowell  Beck,  the  executive  director  of  the  council,  and  Mr. 
Sharpe,  of  the  staff. 

The  Urban  Coalition  Action  Council  brings  together  leaders  from 
various  aspects  of  American  life,  business,  labor,  the  minorities,  the 
religious  groups,  professional  groups,  who  share  a  deep  concern 
in  the  problems  of  our  country  and  particularly  those  of  the  cities. 

The  chairman  is  the  distinguished  former  Secretary  of  Health,  Edu- 
cation, and  Welfare,  Dr.  John  Gardner.  Unfortunately,  Dr.  Gardner 
is  not  able  to  be  with  us  here  today,  and  I  am  speaking  in  his  behalf. 
Particularly  since  Dr.  Gardner  is  such  a  great  expert  in  his  field,  if  you 
will  permit  me,  I  would  like  to  read  the  statement  which  he  prepared 
and  which  he  otherwise  would  have  presented  to  this  committee. 

I  would  like  to  file  for  the  record  of  the  committee  the  members 
of  the  Policy  Council  of  the  Urban  Coalition  Action  Council. 

(The  information  referred  to  follows :) 
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Members  of  the  Policy  Council  of  the  Urban  Coalition  Action  Council 

Mr.  John  W.  Gardner,  Chairman 
Mr.  Andrew  Heiskell,  Co-Chairman 
Mr.  A.  Philip  Randolph,  Co-Chairman 


Mr.  I.  W.  Abel 

The  Honorable  Ivan  Allen,  Jr. 

Mr.  Joseph  H.  Allen 

Mr.  Arnold  Aronson 

Mr.  Jordan  Band 

The  Honorable  Joseph  M.  Barr 

Mrs.  Bruce  B.  Benson 

Mrs.  Amalia  V.  Betanzos 

The  Honorable  Julian  Bond 

Dr.  Paul  W.  Briggs 

The  Honorable  Jerome  P.  Cavanagh 

Mr.  Frederick  J.  Close 

The  Honorable  John  F.  Collins 

The  Honorable  Richard  J.  Daley 

His  Eminence  John  Cardinal  Dearden 

The  Honorable  Daniel  J.  Evans 

Dr.  Vivian  W.  Henderson 

Mrs.  Aileen  Hernandez 

The  Honorable  Richard  J.  Hughes 

Mr.  Roy  Innis 

Dr.  Howard  W.  Johnson 

Mr.  John  H.  Johnson 

Mr.  Edgar  F.  Kaiser 

Mr.  Joseph  D.  Keenan 

The  Honorable  John  V.  Lindsay 

Mr.  George  Meany 

Mr.  J.  Irwin  Miller 

The  Honorable  Arthur  Naf  talin 


Mr.  James  F.  Gates 

Mr.  Robert  S.  Powell,  Jr. 

Mr.  Walter  Reuther 

Mr.  David  Rockefeller 

Dr.  Arthur  Flemming 

Mr.  Henry  Ford  II 

Mr.  Herman  E.  Gallegos 

The  Honorable  Milton  Graham 

Mr.  Ernest  Green 

The  Most  Reverend  George  H. 

Guilfoyle 
Mrs.  Fred  R.  Harris 
The  Honorable  Patricia  R.  Harris 
The  Honorable  Richard  Hatcher 
Dr.  Edler  G.  Hawkins 
Miss  Dorothy  I.  Height 
Mr.  James  Rouse 
Mr.  Theodore  Schlesinger 
Dr.  MarkR.  Shedd 
Mr.  Asa  T.  Spaulding 
The  Honorable  Carl  B.  Stokes 
Mr.  David  Sullivan 
The  Honorable  James  H.  J.  Tate 
Mr.  John  Wheeler 
Mr.  Roy  Wilkins 
Rev.  Andrew  J.  Young,  Jr. 
Mr.  Whitney  M.  Young,  Jr. 


STATEMENT  OF  HON.  JOHN  W.  GARDNER,  CHAIRMAN,  THE  URBAN 
COALITION  ACTION  COUNCIL,  AS  PRESENTED  BY  THE  HONORABLE 
GEORGE  McGHEE,  SPECIAL  REPRESENTATIVE  TO  THE  CHAIRMAN 

Mr.  McGhee.  Mr.  Chairman,  your  committee  is  faced  with  an  ex- 
traordinary opportunity.  The  time  has  come  to  discard  the  existing 
patchwork  of  ineffective  and  in  many  ways  destructive  public  as- 
sistance programs.  You  have  the  opportunity  to  replace  them  with  a 
national  system  of  income  maintenance  that  will  help  people  to  help 
themselves  but  preserve  individual  dignity  in  aiding  those  left  behind 
by  society. 

THE  NEED 

The  need  is  manifest.  This  committee  knows  all  the  facts  and  statis- 
tics of  poverty. 

You  know  the  cost  of  welfare,  but  you  know  also  the  great  costto 
society  of  human  neglect.  The  child  whose  health  needs  are  denied 
early  medical  attention  because  of  poverty  may  suffer  a  lifelong  handi- 
cap and  become  a  lifelong  burden  to  the  community.  The  child  whose 
attitudes  and  motivation  are  shaped  by  the  pathology  of  extreme 
poverty  may  become  a  delinquent  or  derelict  or  addict  and  end  up  as  a 
burden  on  society.  The  cost  to  society  is  not  to  be  compared  with  the 
human  cost.  But  those  who  calculate  social  costs — and  someone  must — 
know  that  for  society  the  day  of  reckoning  always  comes.  It  requires  a 
lot  of  money  to  maintain  jails,  to  rehabilitate  addicts,  to  support  the 
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victims  of  early  neglect.  We  can  serve  human  values  and  social  prov- 
idence at  the  same  time  by  making  such  casualties  less  likely. 

Many  Americans  sincerely  believe  that  people  living  in  poverty  are 
people  who  don't  want  to  work — or  people  who  don't  want  steady 
work.  In  other  words,  able-bodied  loafers.  That  is  a  long  way  from  the 
truth.  Of  the  25  million  persons  living  below  the  poverty  line,  15  mil- 
lion are  either  under  18  or  over  65. 

Of  the  remaining  10  million,  9  million  fall  within  the  scope  of  the 
administration's  family-assistance  proposals — as  being  adults  in  poor 
families  that  include  children.  Let  us  look  at  that  9  million.  The  ad- 
ministration estimates  that  7.9  million  are  already  working,  but  earn 
too  little  to  bring  them  above  the  poverty  level,  or  are  the  wives  of  such 
men,  or  are  disabled,  or  are  women  who  must  stay  home  because  of 
very  young  children.  That  leaves  1.1  million  adults  who  the  admin- 
istration feels  can  significantly  help  themselves  and  would  thus  be  re- 
quired to  register  for  jobs  or  work  training — 600,000  men  and  500,000 
mothers  of  school-aged  children. 

I  emphasize  those  facts  because  they  suggest  the  limits  of  what  we 
may  expect  from  the  work  requirement.  Those  who  cherish  the  false 
notion  that  the  welfare  rolls  are  made  up  chiefly  of  able-bodied  loaf- 
ers could  easily  imagine  that  the  present  proposals  will  bring  a  sharp 
reduction  in  the  rolls.  If  they  believe  that,  they  will  end  up  disap- 
pointed and  angry,  because  it  won't  happen.  Most  people  who  now 
receive  welfare  or  would  receive  it  under  the  new  proposals  are  not 
candidates  for  the  job  market.  As  the  above  figures  indicate,  either 
they  are  already  working  or  they  are  too  old,  too  young,  disabled,  or 
mothers  of  young  children. 

I  need  not  deal  at  length  with  the  well-known  shortcomings  of  the 
present  welfare  system — or  nonsystem.  In  70  percent  of  the  families 
receiving  benefits  the  fathers  are  absent  from  the  home.  To  the  degree 
that  the  welfare  system  has  helped  to  create  such  a  situation  it  en- 
dangers the  fabric  of  our  family-based  society.  And  clearly  a  sys- 
tem in  which  an  American  in  one  State  can  receive  only  one-eighth  of 
that  which  his  fellow  citizen  with  the  same  need  receives  in  another 
State  falls  far  short  of  any  reasonable  standard  of  equity. 

The  level  of  welfare  benefits  paid  in  most  States  clearly  will  not 
help  any  child  to  escape  from  poverty.  We  know,  from  official  statis- 
tics, that  in  only  two  of  the  States  do  AFDC  families  receive  aid  at  the 
$3,500-a-year — for  a  family  of  four — poverty  level,  and  in  less  than 
half — 21 — do  they  approach  75  percent  of  the  poverty  threshold.  The 
average  for  all  States  and  the  District  of  Columbia  is  almost  $1,200 
below  the  poverty  line. 

Before  we  consider  how  the  present  system  might  be  improved,  I'd 
like  to  comment  on  what  may  or  may  not  be  expected  from  a  welfare 
program. 

The  poverty  that  makes  a  public-assistance  program  necessary  is 
rooted  in  a  variety  of  historical  and  contemporary  conditions:  dis- 
crimination, the  pathology  of  the  urban  and  rural  slum,  inadequate 
education,  insufficient  job  opportunities  in  the  locality,  low  pay  in  jobs 
not  covered  by  the  minimum  wage,  inadequate  social-insurance  bene- 
fits, inadequate  provisions  for  manpower  training,  and  so  on. 

No  welfare  program  can  cure  those  underlaying  conditions.  It  can 
only  deal  humanely  with  the  consequences. 


2407 


If  we  are  to  get  to  the  root  of  the  problem  we  shall  have  to  do  so 
through  education,  health  and  nutrition  programs,  the  creation  of  job 
opportunities,  the  elimination  of  slum  conditions,  and  similar  measures. 

TTe  must  not,  for  example,  imagine  that  the  aid  to  the  working  poor 
contained  in  the  present  proposals  is  in  any  sense  a  substitute  for  in- 
creases in  and  extension  of  the  minimum  wage.  All  parts  of  the  polit- 
ical spectrum  would  agree,  I  suppose,  that  in  the  long  run  an  adequate 
minimum  wage  is  healthier  than  a  Federal  wage  subsidy. 

LEGISLATIVE  PROPOSALS 

Now,  Mr.  Chairman,  I  shall  speak  to  the  legislative  proposals  before 
this  committee. 

The  Urban  Coalition  Action  Council  believes  that  the  President 
has  put  forward  an  extremely  important  and  on  the  whole  well- 
designed  set  of  proposals.  The  council  also  believes  that  the  proposals 
could  be  strengthened  at  several  crucial  points. 

Let  me  begin  by  stating  very  briefly  what  it  is  about  the  proposals 
that  strike  us  as  valuable. 

First,  we  would  offer  a  general  word  of  praise  for  the  emphasis  on 
children  that  is  at  the  heart  of  the  proposals  under  discussion.  It's 
about  time. 

Second,  we  would  emphasize  that,  if  the  proposals  are  accepted,  the 
Federal  Government  will  for  the  first  time  in  history  accept  respon- 
sibility for  providing  a  minimum  level  of  payment  throughout  the 
Xation  and  for  financing  it.  I  would  have  been  very  proud  had  I  been 
able  to  establish  that  principle  during  my  tenure  as  Secretary  of 
Health,  Education,  and  Welfare.  It  is  an  historic  step.  All  the  details 
of  the  present  proposals  fade  in  significance  compared  with  that  major 
advance  in  Federal  policy. 

Third,  the  Coalition  Action  Council  regards  the  uniform  national 
standards  of  eligibility  and  the  greatly  broadened  coverage  as  enor- 
mously helpful.  Of  special  significance  is  the  inclusion  of  the  working- 
poor  for  the  first  time.  The  complete  omission  of  the  working  poor  is 
surely  one  of  the  strangest  anomalies  of  the  present  system.  A  society 
which  values  work  should  surely  make  some  provision  for  the  6  million 
adults  who  work  full  time,  year  round,  and  yet  cannot  earn  enough  to 
bring  themselves  above  the  poverty  line. 

Fourth,  we  welcome  improvement  and  broadening  in  the  incentive 
to  work.  In  1967  your  committee  pioneered  in  the  move  to  correct  the 
disincentive  to  work  inherent  in  the  welfare  system,  and  I  am  sure 
that  further  steps  to  this  end  must  strike  you  as  well  considered. 

Fifth,  we  applaud  the  proposed  assistance  to  families  with  unem- 
ployed fathers  living  at  home.  Every  critic  of  the  existing  system  has 
commented  on  the  fact  that  in  States  without  provision  for  AFDC-UP, 
fathers  have  to  leave  home  to  make  their  families  eligible  for  welfare. 

Mr.  Chairman,  those  strengths  of  the  President's  proposals  are  great 
indeed.  They  could  lead  us  on  to  an  immeasurably  sounder  and  more 
equitable  system  of  income  maintenance.  But  if  the  promise  of  the 
proposals  is  to  be  realized,  they  must  be  strengthened  at  a  number  of 
points. 

Can  a  national  commitment  to  help  impoverished  families  be  met 
by  a  program  which  guarantees  uniformity  throughout  the  country 
only  with  respect  to  the  first  $1,600  of  benefits  for  a  family  of  four. 
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even  with  the  commendable  inclusion  of  food  stamps?  No  doubt  the 
level  was  based  primarily  on  what  the  administration  believes  it  can 
afford  under  present  budget  constraints.  I  would  like  to  assume  that 
the  President's  ultimate  goal  is  to  increase  that  figure  until  it  reaches 
the  poverty  level.  But  he  has  made  no  provision  for  such  an  increase 
and,  even  with  the  proposed  State  participation,  there  is  no  incentive 
whatever  for  States  to  raise  their  benefit  levels.  Indeed,  they  are  not 
required  to  raise  them  beyond  the  July  1969  level.  If  State  supple- 
mentation is  to  be  required,  the  legislation  should  provide  an  incentive 
for  States  to  increase  the  supplementary  benefits;  for  example,  by 
Federal  matching  above  the  $1,600  floor. 

As  the  best  long-term  approach,  however,  I  urge  the  Congress  to 
make  provision  for  a  nationwide  increase  in  benefits  to  the  poverty 
level  over  a  specified  period  of  time.  The  $1,600  floor  proposed  by  the 
President  can  serve  as  a  sound  starting  point  for  such  a  phased 
program. 

Adequate  provision  should  be  made  for  "one-stop"  administration 
of  the  proposed  Federal-State  system.  The  uniform  national  eligibility 
standards  should  help  to  eliminate  the  possibility  of  disparities  in 
administration  among  the  States,  which  is  so  clearly  a  problem  in  the 
present  programs.  However,  under  the  President's  proposal,  if  a  State 
chose  to  cut  its  supplementary  payments  or  to  disregard  Federal 
standards  for  such  payments,  the  Federal  requirements  would  be  very 
hard  to  enforce.  It  may  be  necessary  to  find  a  more  enforceable  Federal 
sanction,  such  as  administrative  intervention. 

The  unproved  benefits  for  the  aged,  disabled,  and  blind  are  a  wel- 
come step.  It  may  be,  however,  that  our  ultimate  goal  should  be  a  single 
income-maintenance  system  which  provides  for  uniform  adequate 
assistance  for  all  of  our  impoverished  citizens,  including  needy  indi- 
viduals and  couples  without  children. 

It  should  probably  be  recognized  that  we  are  moving  toward  Federal 
assumption  of  the  full  cost  of  welfare  programs.  At  a  time  when  the 
Nation  as  a  whole  is  experiencing  unprecedented  prosperity,  State 
and  local  governments  are  facing  fiscal  crisis.  Largely  dependent  upon 
an  inelastic  tax  base,  they  face  inflation-linked  increases  in  service 
expenditures  compounded  by  spiraling  welfare  costs.  Given  the  elas- 
ticity of  its  tax  base,  and  the  economies  of  scale  and  efficiency  offered 
by  Federal  administration,  a  shift  of  the  welfare  burden  to  the  Federal 
Government  is  clearly  one  means  of  resolving  the  fiscal  dilemmas  of 
State  and  local  government.  The  fiscal  relief  offered  by  this  shift  would 
enable  State  and  local  governments  to  direct  greater  resources  to  those 
functions  they  are  best  fitted  to  finance  and  administer. 

Another  point  at  which  the  President's  proposals  must  be  strength- 
ened is  the  part  having  to  do  with  the  work  requirement. 

The  legislation  should  specify  job  standards  and  wage  rates  for 
"suitable  employment,"  If  this  is  not  done,  the  legislated  work  require- 
ment could  end  up  providing  a  steady  supply  of  forced  labor  to 
employers  who  provide  substandard  wages  and  working  conditions. 

The  possibility  of  abuse  by  local  employment  services  should  be 
minimized  by  extremely  careful  definition  of  what  constitutes  a 
"refusal  to  work,"  and  perhaps  also  by  some  system  of  Federal 
inspection. 
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The  exemption  from  the  work  requirement  granted,  to  mothers  with 
children  under  6  and  to  mothers  if  the  fathers  are  living  in  the  home 
should  be  extended  to  mothers  with  children  over  6.  It  may  be  quite 
feasible  for  such  a  mother  to  work,  and  many  do.  But  the  feasibility 
depends  on  factors  that  she  can  best  judge :  her  own  health,  the  health — 
physical  and  mental — of  her  children,  the  presence  in  the  home  of 
adequate  mother  substitutes — grandmothers,  aunts — and  so  on.  No 
bureaucracy  should  want  to  second  guess  a  mother  in  such  matters. 

In  this  connection,  provisions  for  day  care  should  be  more  explicit. 
Federal  standards  should  be  set.  No  work  referral  should  be  made 
unless  adequate  day  care  is  provided.  Responsibility  for  and  funds  for 
construction  of  day  care  facilities  should  be  specified  in  the  legislation. 

Finally,  I  would  emphasize  that  there  must  be  provisions  for  job 
creation,  so  that  the  training  opportunities  won't  be  a  revolving  door 
into  continued  unemployment.  The  ideal  solution  is  a  public  service 
employment  program. 

Mr.  Chairman,  that  concludes  my  testimony.  I  am  extremely  grate- 
ful for  the  opportunity  to  appear  before  you. 

I  have  now  completed  reading  Mr.  Gardner's  prepared  testimony 
and  would  be  delighted  to  answer  any  questions,  if  you  would  wish 
to  raise  them,  with  regard  to  the  view  of  the  Urban  Coalition  Action 
Council  on  this  important  matter. 

Mr.  Gibbons.  Thank  you,  Mr.  McGhee. 

Mr.  Schneebeli  ? 

Mr.  Schneebeli.  Than  you,  Mr.  Chairman. 

Mr.  Ambassador,  we  want  to  thank  you  for  giving  us  Mr.  Gardner's 
statement.  We  in  the  committee  have  a  very  high  regard  for  Mr.  Gard- 
ner, for  his  dedication  and  his  great  knowledge  in  this  area.  He  always 
has  a  very  intelligent  approach  to  urban  problems. 

There  are  two  things  that  you  commented  on  that  I  would  like  to 
briefly  discuss  with  you.  One  is  the  $1,600  minimum.  I  think  Mr. 
Heineman's  committee  yesterday  reported  a  recommendation  of  $2,400, 
but  I  think  the  $1,600  with  the  food  stamp  program  adds  up  to  about 
$2,360  so  that  it  would  seem  to  me  as  though  the  two  are  pretty  much 
in  line.  Is  this  your  observation  ? 

Mr.  McGhee.  That  is  correct.  I  read  the  synopsis  of  the  Heineman 
report  this  morning. 

Mr.  Schneebeli.  That  is  all  I  read. 

Mr.  McGhee.  The  $2,400  figure,  as  you  pointed  out,  corresponds 
almost  precisely  to  the  combined  food  stamp  plus  the  $1,600  minimum. 
Mr.  Heineman,  in  his  report,  recommends  the  elimination  of  food 
stamps  so  that,  as  you  say,  the  two  perhaps  are  almost  identical. 

Mr.  Schneebeli.  This  is  sort  of  a  directed  application  of  part  of 
the  money,  $760  of  it,  directly  to  the  food  stamp  area  and  I  would 
imagine  that  the  discounts  that  majr  come  up  through  the  food  stamp 
area  which  some  areas  have,  I  believe,  may  bring  this  over  $2,400. 

Another  area  that  I  would  like  your  comment  on  is  your  observation 
as  to  whether  there  should  be  included  in  the  legislation  a  recommen- 
dation for  cost  of  constructing  day  care  centers.  I  discussed  this  with 
Governor  Rockefeller  and  we  agreed  that  it  would  cost  about  $5  billion 
because  we  have  need  for  about  4%  million  places  to  put  these  children 
and  only  have  facilities  for  a  half  million. 

Mr.  McGhee.  Yes. 
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Mr.  Schneebeli.  So  we  have  a  deficit  here  of  3%  million  places. 
He  said  New  York  State  alone  would  need  $500  million  just  for  day 
care  centers. 

In  that  connection,  after  we  build  these  day  care  centers,  if  they  are 
to  be  built,  which  agency  or  what  type  of  administration  should  we 
have  for  this  activity  ?  I  raise  this  as  a  practical  problem  of  how  to 
operate  these  day  care  centers.  Should  it  be  a  profit  organization,  a 
nonprofit  organization,  could  it  be  tied  in  with  the  school  board  facili- 
ties and  their  concern  ? 

The  reason  I  raise  this  school  board  question  is  that  we  already  have 
bureaucracy,  and  it  is  established  for  this  area.  I  say  that  in  kindly 
fashion  not  in  criticism,  but  the  school  board  has  kindergarten,  pre- 
kindergarten  programs  and  it  seems  to  me  that,  though  this  is  just  one 
step  further  down  along  the  line,  it  is  not  necessary  then  to  build  an- 
other bureaucracy  to  take  care  of  the  day  care  centers.  This  is  the 
whole  small  segment  of  society,  of  course,  but  an  important  area  at 
the  start. 

Mr.  McGhee.  Yes. 

Mr.  Schneebeli.  What  is  your  observation  or  those  of  the  experts 
with  you  with  regard  to  who  should  operate  these  day  care  centers  ? 

Mr.  McGhee.  The  Action  Council  has  perhaps  not  given  considered 
judgment  to  this  question  as  such  but  the  philosphy  underlying  our 
approach,  I  believe,  would  be  that  this  should  basically  be  a  local  mat- 
ter and  the  range  of  services  that  has  been  discussed  by  others  who 
testified  today,  the  Federal  role  in  this  matter  

Mr.  Schneebeli.  The  financing. 

Mr.  McGhee  (continuing).  Should  be  limited  to  the  provision  of 
the  funds  and  where  services  are  rendered  it  should  be  of  a  local  nature. 

Mr.  Schneebeli.  The  Federal  Government  should  set  certain  guide- 
lines of  minimum  services  to  be  delivered  for  the  funds  provided,  I 
should  think. 

Mr.  McGhee.  That  is  correct,  but  the  actual  service  operation  would 
be  conducted  locally  either  by  public  or  private  organizations. 

Mr.  Schneebeli.  It  seems  to  me  that  we  can  get  more  for  our 
money  from  an  established  group  that  already  knows  something  about 
raising  or  training  children,  and  it  seems  to  me  that  the  school  board 
could  do  this  so  much  more  adequately  than  having  each  community 
setting  up  a  different  group  to  do  this  job.  We  already  have  a  school 
board  and  already  have  a  principal  and  people  to  run  this  type  of 
thing.  It  seems  to  me  that  rather  than  let  this  operate  on  a  helter- 
skelter  basis  that  in  a  school  board  and  school  facilities  and  school 
program  we  have  the  psychiatrists,  the  music  teacher,  and  the  art 
teacher,  and  the  various  specialists  who  can  provide  the  special  interest 
category  which  some  people  say  is  important  to  create  interest  among 
these  children.  We  already  have  these  people  available. 

I  would  like  to  have  the  recommendation  of  your  council  some  time 
as  to  what  they  think  of  the  adequacy  and  the  propriety  of  recommend- 
ing that  the  Federal  Government  indicate  that  they  think  the  school 
board  is  a  good  place  to  start  in  the  administration  of  the  child  care 
centers. 

Mr.  McGhee.  Very  good.  If  it  meets  your  approval,  we  will  give 
thought  to  this. 

(The  following  letter  was  received  by  the  committee:) 
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The  Urban  Coalition  Action  Council, 

Washington,  D.C.,  November  2Jf,  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

Washington,  B.C. 

Dear  Mr.  Chairman  :  During  our  testimony  on  welfare  reform  proposals,  we 
were  asked  to  comment  on  what  agency  should  operate  day  care  centers. 

First,  we  wish  to  re-emphasize  that  we  believe  no  mother  receiving  public- 
assistance  should  be  compelled  to  accept  training  or  work  without  the  assurance 
of  supervised,  professional  care  for  her  children.  Federal  financial  assistance 
should  be  provided  both  public  and  private  local  agencies  for  day  care  services, 
and  the  federal  government  should  establish  standards  for  such  services. 

A  single  state  or  federal  agency  should  be  made  responsible  for  assuring  ade- 
quate services  in  any  given  state  and  that  agency  should  be  given  authority  to 
initiate  construction  of  necessary  facilities. 

We  do  not  believe  the  federal  government  should  designate  the  particular  local 
agency  to  administer  day  care  services.  Conditions  will  vary  from  community  to 
community.  In  some  communities,  the  school  system  might  very  well  be  the  most 
appropriate  agency  for  conducting  day  care  services.  In  others,  private  agencies 
might  be  more  satisfactory. 

Wherever  possible,  existing  facilities  should  be  utilized,  including  schools  and 
churches.  Schools  would  be  particularly  suited  for  providing  educational  pro- 
grams rather  than  mere  custodial  care,  and  should  be  encouraged  to  engage  in 
day  care  activity. 

Sincerely  yours, 

Lowell  R.  Beck. 

Mr.  Schneebeei.  I  would  like  to  know  what  you  think  of  this  be- 
cause I  think  some  standardized  program  such  as  our  school  system 
just  carried  down  one  step  further  would  eliminate  a  lot  of  duplication 
and  have  a  broad-based  and  intelligent  group  to  cope  with  the  problem. 

I  would  like  your  analysis  because  this  is  also  important  as  well  as 
building  the  facilities,  to  have  the  intelligence  of  how  to  handle  them. 

Mr.  McGhee.  Very  good.  I  have  your  comments.  We  will  take  this 
into  consideration  and  consult  those  that  we  are  in  contact  with  who 
are  experts  in  this  field. 

Mr.  Schneebeli.  I  have  other  questions,  but  in  the  interest  of  time 
I  will  stop  because  we  are  running  late. 

Mr.  McGhee.  We  will  give  you  our  view. 

Mr.  Schneebeli.  Thank  you  very  much  for  coming. 

Mr.  Gibbons.  Yes,  Mr.  McGhee,  we  appreciate  you  and  your  col- 
leagues coming  and  giving  us  your  views  and  we  look  forward  to 
working  with  you  in  the  future, 

Mr.  McGhee.  Thank  you  very  much  for  the  opportunity  and  for 
your  courtesy. 

Mr.  Gibboxs.  Now,  the  very  patient,  the  very  knowledgeable,  the 
very  hard-working  Member  of  Congress,  the  distinguished  gentleman 
from  New  York  State  and  New  York  City,  a  man  whom  I  have  learned 
to  know  and  admire,  Congressman  James  Scheuer. 

Congressman  Scheuer,  if  you  will  identify  yourself  for  the  record, 
you  are  certainly  recognized  and  we  apologize  for  keeping  you  so  long. 

STATEMENT  OP  HON.  JAMES  H.  SCHEUER,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OP  NEW  YORK 

Mr.  Scheuer.  Thank  you,  my  respected  and  esteemed  colleague.  In 
deference  to  the  time  of  day,  I  would  like  to  speak  briefly.  I  will  have  a 
prepared  statement  for  the  record. 
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I  won't  stress  the  need  for  recasting  the  entire  welfare  program. 
You  are  well  aware  how  inappropriate  the  philosophy  of  the  present 
welfare  program  is  for  our  poverty  problems.  And  I  won't  talk  about 
the  need  to  increase  the  $1,600  base.  You  have  already  heard  such 
comments  from  many  witnesses. 

What  I  would  like  to  focus  my  attention  on  is  the  type  of  public 
service  career  program  which  Mr.  Ginsberg  has  administered  in  New 
York.  This  is  a  program  I  sponsored  in  the  Education  and  Labor 
Committee,  along  with  my  very  distinguished  and  imaginative  col- 
league, Mr.  Gibbons  of  Florida,  in  1966  as  an  amendment  to  the  Equal 
Opportunity  Act.  Since  late  1966  the  new  careers  program  has  swept 
the  country.  I  don't  know  of  any  project  in  the  poverty  program  which 
has  met  with  a  more  widespread  and  more  enthusiastic  approval.  120 
cities  are  operating  new  careers  programs.  There  are  about  1,200  indi- 
vidual sponsors.  Both  public  agencies  and  private  nonprofit  agencies 
are  enabling  people,  about  60  percent  of  whom  were  unemployed  and 
on  welfare,  to  acquire  new  and  relevant  skills  and  that  sine  qua  non,  a 
job  at  the  end  of  the  education  and  job  training  pipeline. 

The  principle  of  the  new  careers  program  is  that  if  a  person  works 
diligently  over  the  6  or  8  months  in  his  on-the-job  training  and  study 
program  there  will  be  a  job  at  the  end  of  the  pipeline.  Not  only  have 
the  new  careers  programs  been  operating  with  noticeable  success  in 
120  American  communities,  but  also  the  new  careers  principle  has 
been  incorporated  into  the  Elementary  and  Secondary  Education  Act. 
Because  of  the  new  careers  program  thousands  of  Americans  have 
worked  their  way  out  of  poverty  to  make  a  marked  contribution  to  our 
schools  as  education  aides.  Others  have  contributed  to  our  society  as 
library  aides,  as  doctor  and  nurses  aides,  and  in  other  paraprof  essional 
occupations. 

Since  this  program  has  been  so  successful,  I  urge  you  to  use  it  for 
your  day  care  center  program  which  will  liberate  millions  of  women  to 
help  our  society. 

The  distinguished  chairman,  Mr.  Mills  stated  that  in  a  New  York 
survey  60  percent  of  the  women  on  welfare  testified  that  if  there  were 
a  day  care  center  component  they  would  like  to  work.  This  survey  by 
the  City  University  of  New  York  confirms  the  belief  that  a  majority 
of  welfare  mothers,  including  those  with  preschool  kids,  wish  very 
keenly  to  work.  It  is  only  the  absence  of  day  care  centers  which  pre- 
vents them  from  seeking  employment. 

Indeed,  I  hope  that  the  day  care  center  program  will  use  the  new 
careers  programs  to  train  welfare  mothers  to  play  a  large  role  in  ad- 
ministering the  centers  under  the  direction  of  qualified  professionals. 

I  believe  that  whatever  the  cost,  a  preschool  program  is  probably 
the  most  cost-effective  expenditure  possible  if  we  hope  to  enable  these 
children  to  succeed  rather  than  become  the  next  generation  of  welfare 
clients  and  the  progenitors  of  the  following  generation  of  welfare 
clients. 

So  I  hope  that  we  will  have  a  full-fledged  comprehensive  day  care 
center  program  that  will  be  manned  largely  with  welfare  mothers 
trained  to  make  a  valuable  contribution. 

Now,  I  do  not  believe  the  new  careers  program  will  provide  career 
ladders  for  all  trainees. 
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Some  former  welfare  recipients  will  be  satisfied  at  filling  rather 
simple  roles.  They  can  keep  our  schools,  libraries,  and  museums  open 
evenings,  weekends,  and  summers,  so  that  they  can  become  real  com- 
munity facilities. 

Yet,  for  the  qualified  and  ambitious,  the  program  will  provide  the 
training  and  opportunity  to  climb  the  career  ladder. 

Before  I  end,  I  wish  to  discuss  the  one  other  point  I  have  come  to 
speak  to  you  about — the  inadequate  family  planning  services  in  the 
present  welfare  program. 

Under  title  IV  of  the  Social  Security  Amendments  of  1967,  Con- 
gress authorized  family  planning  services  for  welfare  recipients.  Yet, 
no  action  has  been  taken.  Since  states  and  municipalities  have  hesitated 
to  implement  the  programs,  it  is  clear  that  a  very  clear  congressional 
mandate  and  detailed  technical  assistance  are  necessary. 

The  executive  branch  hasn't  demanded  any  compliance  with  their 
own  guidelines  which  specifically  require  that  medical  contraceptive 
services  be  offered  to  eligible  recipients.  Making  printed  material  avail- 
able is  simply  not  enough.  Thus.  I  urge  the  committee  to  amend  title 
IV  to  provide  for  stronger  efforts  to  make  medical  contraceptive  serv- 
ices available  to  all  welfare  recipients  and  job  trainees  who  desire  them 
and  for  title  IV  to  be  considered  the  primary  source  for  providing  fam- 
ily planning  services  to  these  women. 

Moreover,  since  States  and  municipalities  have  difficulty  matching 
Federal  grants,  I  hope  that  funding  could  be  provided  on  a  90-10 
basis. 

Finally,  I  urge  the  committee  to  demand  that  the  SES  establish  ade- 
quate evaluation  procedures  systems  to  insure  that  the  funds  author- 
ized for  family  planning  services  are  actually  providing  medical 
contraceptive  service,  not  merely  printed  information. 

I  emphasize  the  importance  of  strengthening  family  planning  serv- 
ices, because  perhaps  nothing  demoralizes  a  poor  family  as  does  the 
arrival  of  an  additional  unwanted  child. 

Gentlemen,  if  we  are  serious  about  enabling  women  to  space  their 
families  as  they  desire,  we  will  make  family  planning  services  a  reality 
to  the  women  on  welfare  in  America. 

I  thank  my  colleagues  very  much. 

Mr.  Coioiax  (presiding).  Mr.  Schneebeli. 

Mr.  Schxeebeli.  Congressman  Scheuer,  apparently  you  endorse  the 
thrust  of  this  proposed  legislation. 
Mr.  Scheuer.  Very  definitely. 

Mr.  Schxeebeli.  When  Whitney  Young  was  here  earlier  this  week 
he  also  emphasized  the  importance  of  on-the-job  training.  The  impor- 
tant thing  was  to  have  a  job  in  view  after  training,  and  in  that  con- 
nection you  are  probably  aware  of  the  work  of  the  National  Alliance 
of  Businessmen  who  had  a  quota  of  providing  100,000  jobs  and  in  the 
first  year  came  up  with  140,000  jobs  of  on-the-job  training. 

Now,  I  asked  the  Secretary  of  HEW  when  he  was  here  whether  they 
planned  to  coordinate  their  activities  with  the  National  Alliance  of 
Businessmen,  because,  as  you  stated — and  I  agree  with  you — if  you 
know  the  job  you  are  being  trained  for  and  you  know  there  is  going 
to  be  a  job  at  the  end  of  the  line,  you  are  not  only  going  to  apply 
yourself  more  but  the  training  will  have  been  worthwhile. 

36-662— 70— pt.  7  9 
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So  I  think  we  agree  very  much  on  this  point,  and  the  committee 
agrees  with  you  very  strongly. 

I  also  am  concerned,  as  you  are,  with  the  training  for  day  care 
centers.  While  it  is  going  to  cost  $5  billion  to  build  all  these  day  care 
centers,  they  are  not  of  much  value  unless  they  are  operated  properly. 
And  I  think  this  is  a  very  important  item,  and,  as  I  asked  the  previous 
group  

Mr.  Scheuer.  May  I  add  a  word  to  your  comment  on  day  care 
centers  ? 
Mr.  Schneebeli.  Yes. 

Mr.  Scheuer.  I  couldn't  agree  with  you  more ;  and  I  would  like  to 
stress  my  conviction  that  this  program  should  provide  for  day  care 
centers  at  locations  of  extensive  employment.  I  hope  that  such  a  pro- 
gram would  establish  day  care  centers  attached  to  office  buildings,  to 
hospitals,  to  schools,  where  welfare  mothers  can  leave  their  children 
in  a  day  care  center  and  then  go  to  work. 

Mr.  Schneebeli.  I  asked  them  to  look  into  the  thought  or  their 
reaction  to  the  fact  that  in  the  main  the  school  system  take  care  of 
these  day  care  centers,  even  though  they  have  the  mothers  working, 
that  there  be  some  central  direction  here,  not  just  hit  or  miss  over  the 
country,  but  some  central  direction. 

Mr.  Chairman,  in  view  of  the  time  I  have  no  more  questions  to  ask, 
but  I  will  talk  with  him  privately. 

Mr.  Scheuer.  Thank  you. 

Mr.  Corman.  I  am  very  impressed  with  your  statement,  Mr.  Scheuer, 
and  have  only  one  question. 

It  does  seem  to  me  that  this  area  of  public  service  is  the  area  which 
potentially  has  the  greatest  number  of  jobs.  Yet  I  think  we  must 
accept  the  fact  that  that  is  going  to  involve  the  expenditure  of  public 
funds  at  some  level. 

As  you  mentioned,  we  need  to-  keep  our  libraries  and  museums 
open.  We  need  teachers'  aides  and  nurses'  aides. 

Isn't  it  fair  to  say  that,  whatever  the  investment  of  public  resources 
is,  it  will  do  two  things ;  put  people  to  work  who  wouldn't  otherwise 
be  working  and  upgrade  the  quality  and  quantity  of  public  service 
available  to  the  average  taxpayer  ? 

Mr.  Scheuer.  Oh,  yes.  I  agree  with  Congressman  Schneebeli  that 
we  cannot  look  only  to  the  public  sector  for  jobs  for  welfare  recipients. 
I  agree  with  such  recommendations  by  the  National  Alliance  for 
Businessmen  and  the  Urban  Coalition.  And  I  think  we  should  do  every- 
thing we  can  to  encourage  them,  especially  because  there  is  some  evi- 
dence that  they  can  make  a  contribution.  And  I  would  like  the  average 
business  not  to  provide  mediation  so  much  as  to  produce  services.  And, 
if  we  want  them  to  perform  this  role,  we  will  have  to  compensate 
them  for  doing  it.  For,  they  are  as  entitled  to  receive  a  reasonable 
return  on  their  investment  of  overhead  and  personnel  on  producing 
this  service  as  they  are  on  producing  the  vehicle  for  those  three  men 
to  go  to  Mars.  They  ought  to  be  paid  for  their  time,  their  efforts  and 
their  overhead. 

Mr.  Schneebeli.  If  you  will  yield,  at  the  present  time  the  National 
Alliance  of  Businessmen  hasn't  gotten  a  nickel  out  of  the  Government, 
Mr.  Scheuer.  I  know  they  ha  ven't. 

Mr.  Schneebeli.  They  don't  expect  any,  and  I  think  this  is  a  great 
service  business  is  performing. 
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Jylr  SCHETJEIR.  I  disagree. 

Mr.'  Schneebeli.  And  the  executive  department  wishes  to  coordinate 
their  activities  and  encourage  them. 

Mr.  Scheuer.  Congressman,  I  disagree  with  you.  From  my  own 
business  experience,  I  know  that  only  a  limited  number  of  things  are 
done  pro  bono  publico. 

But,  I  would  like  business  to  hire  the  long-term  unemployed.  I 
would  like  to  see  even  little-  and  medium-sized  businesses  offer  help. 

Mr.  Schneebeli.  If  you  will  get  the  two  publications  that  they  have 
put  out,  you  will  see  so  many  instances  of  small  businesses  that  have 
done  this  type  of  training.  I  think  it  is  a  great  thing. 

It  isn't  that  they  have  been  denied  Government  funds.  They  haven't 
asked  for  them.  They  recognize  their  part  in  society's  problems  here, 
and  they  have  done  an  excellent  job.  And  the  executive  departments 
indicate  their  interest  and  willingness  to  cooperate  further  with  them 
in  this  area. 

Mr.  Scheuer.  Well,  I  have  great  faith  that  the  American  free  enter- 
prise will  do  almost  anything  if  there  is  a  reasonable  return  in  it.  I 
don't  think  we  should  try  to  appeal  primarily  to  their  elementary 
motives. 

Mr.  Schneebeli.  No. 

Mr.  Scheuer.  I  think  we  should  try  to  appeal  to  their  respectable 
business  motives.  If  they  can  produce  their  services  and  also  employ 
the  long-term,  hard-core  unemployed  at  no  high  cost  to  them.  I  think 
we  should  offer  them  some  form  of  compensation  for  their  action. 

"We  know  enough  about  the  hard-core  unemployed  to  know  that  cer- 
tainly in  the  initial  6  months  or  year  it  does  cost  a  little  more  in  terms 
of  supervision.  There  is  a  little  more  absenteeism  and  unpredictable 
behavior. 

But  let  me  reply  to  Congressman  Corman  that  there  is  an  enormous 
need,  not  just  for  employment,  but  also  in  our  public  services  for  vast 
numbers  of  aides. 

When  OEO  began  estimating  the  need  for  aides  in  public  service,  its 
survey  stated  there  was  a  national  need  of  4,200,000  aides  in  just  four 
public  services — education,  health,  welfare,  and  the  criminal  justice 
system. 

Moreover,  our  people  want  these  services  to  be  expanded.  For  ex- 
ample, in  the  recent  election  in  New  York  City,  all  of  the  candidates 
were  vying  with  each  other  to  provide  wall-to-wall  carpeting  of  police 
professionals  and  police  aides  on  our  streets.  It  is  clear  that  people 
want  more  law  enforcement  services,  many  of  which  can  be  handled  by 
aides. 

Mr.  Schneebeli.  I  think  we  are  on  the  same  wavelength.  Since 
we  have  five  more  witnesses,  I  think  we  can  discuss  this  in  private. 
Thank  you  very  much. 
Mr.  Scheuer.  I  thank  my  colleagues. 
Mr.  Corman.  Thank  you  very  much,  Mr.  Scheuer. 
(The  following  prepared  statement  was  received  by  the  committee :) 

Prepared  Statement  of  Hon.  James  H.  Scheuer,  a  Representative  in  Congress 
From  the  State  of  New  York 

Throughout  H.R.  14173,  frequent  reference  is  made  to  the  "training  of  person- 
nel" and  "manpower  services"  (e.g.  Sec.  430,  431,  437(b).)  I  would  like  to  make 
clear  my  belief  that,  if  the  Congress  intends  to  authorize  an  employment  program 
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which  alleviates  the  problems  of  poverty,  deadend  jobs  will  not  be  sufficient.  For 
such  employment  does  not  induce  the  poor  to  become  productive  members  of  our 
society.  Indeed,  most  of  the  participants  in  the  Watts  riots  were  generally  not 
members  of  the  hard-core  unemployed.  Rather,  they  were  bound  for  life  to  the 
very  sort  of  menial  jobs  which  the  New  Careers  Program  is  intended  to  help  them 
rise  above. 

One  Section  of  H.R.  14173  seems  to  recognize  this.  Sec.  431  provides  that  the 
Secretary  of  Labor  shall  "develop  or  assure  the  development  of  an  employability 
plan  describing  the  manpower  services  training,  and  employment  which  the 
Secretary  determines  each  person  needs  in  order  to  become  self-supporting  and 
secure  and  retain  employment  and  opportunities  or  advancement." 

iSuch  language,  particularly  the  last  two  lines,  implies  that  New  Careers  is  a 
very  appropriate  training  and  employment  program  for  staffing  the  day  care 
centers.  Moreover,  the  Department  of  Labor  has  a  special  office  for  the  admin- 
istration of  the  New  Careers  program. 

In  my  oral  testimony  I  showed  how  New  Careerists  might  be  used  for  the  day 
care  centers.  To  support  my  statement,  I  wish  to  include  the  following  informa- 
ifcion  about  the  achievements  of  the  New  Careers  programs  across  the  country. 

In  May  1969,  Dr.  Jacob  R.  Fish-man  testified  on  New  Careers  at  the  Economic 
Opportunity  Act  hearings  held  by  the  House  Education  and  Labor  Committee. 
His  testimony  presented  revealing  and  encouraging  information  that  the  New 
Careers  Program  was  reaching  the  disadvantaged.  The  study  revealed  that  among 
enrollees  in  five  of  the  eight  Department  of  Labor  regions  (1)  nearly  half  (48%) 
of  the  enrollees  had  not  completed  high  school  when  they  entered  the  program. 
Only  about  6%  had  had  any  college  experience.  (This  is  evidence  to  support  the 
premise  that  people  with  a  minimum  education  can  be  successfully  trained  and 
placed  in  various  paraprofessional  positions  in  human  service  fields.)  (2)  Thirty- 
eight  percent  are  separated,  widowed  or  divorced ;  only  twenty-four  percent  are 
single. 

Another  survey  of  nearly  2000  New  Career  enrollees  in  18  communities  revealed 
how  successful  the  program  had  been  in  raising  the  enrollees'  employment  status. 
Prior  to  enrollment  nearly  two-thirds  of  the  enrollees  were  unemployed;  11% 
had  jobs ;  and  28%  were  on  welfare.  The  size  of  the  average  family  was  four ; 
82%  of  enrollees  and  their  families  had  a  combined  income  of  $3000  or  less.  In 
fact,  fifty -four  percent  earned  less  than  $2000.  The  average  salary  of  those  few 
enrollees  employed  before  entering  New  Careers  (11%)  was  $2,170.  The  average 
annual  income  from  welfare  payments  was  $1,957.  After  New  Careers  training, 
salaries  rose  to  an  average  of  $4,200  for  entry-level  jobs  and  $4,500  for  second 
level  jobs. 

The  New  Careers  program  appears  to  have  a  very  high  retention  rate.  Infor- 
mation about  nearly  10,000  New  Careerists  in  53  projects  shows  that  the  re- 
tention rate  was  85%.  Of  the  15%  who  left  the  program,  8%  did  so  for  positive 
reasons,  e.g.,  to  secure  other  employment,  to  go  into  the  Armed  Forces,  and  to 
transfer  to  another  component.  Only  7%  left  for  negative  reasons  such  as 
alcoholism  or  absenteeism. 

Institutions  of  higher  education  have  offered  assistance  in  training  and  edu- 
cation to  New  Careers  projects.  Among  32  projects  sampled  by  University  Re- 
search Corporation  linkages  had  been  established  with  40  participating  institu- 
tions of  higher  education. 

Several  more  specific  studies  have  been  carried  out.  The  Talent  Corps  College 
for  Human  Services  in  New  York  City,  an  institution  designed  to  provide  train- 
ing and  education  for  people  who  will  work  as  paraprofessionals  in  human  serv- 
ices, recently  surveyed  alumni  from  the  classes  of  1967  and  1968.  Of  those  former 
welfare  recipients  who  responded,  94%  are  still  employed  in  positions  created  by 
the  Talent  Corps  or  in  similar  positions  in  the  human  services.  72%  are  either 
off  welfare  entirely  or  are  receiving  reduced  benefits.  The  almuni  who  remain  on 
welfare  are  working  in  jobs  in  the  New  York  public  schools  for  which  salaries 
are  very  low.  They  earn  approximately  $2.25  per  hour,  or  $67.50  per  week.  Since 
these  salaries  are  expected  to  be  increased  soon  these  paraprofessionals  will  not 
stay  on  welfare. 

An  even  more  detailed  study  was  conducted  by  the  University  of  Minnesota 
in  June  1969.  199  people  were  asked,  "Are  you  the  head  of  the  household?"  Of 
these,  82.4%  responded  "Yes."  Since  more  than  half  of  this  group  were  women, 
it  is  apparent  that  many  New  Careerists  are  women  who  bear  the  brunt  of 
family  responsibility  alone.  This  underscores  the  needs  for  day  care  centers  and 
jobs  closer  to  home. 
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A  return  of  $1.59  for  every  dollar  spent  in  the  Minneapolis  New  Careers  pro- 
gram has  been  estimated  in  a  more  recent  study  by  the  University  of  Minnesota. 
The  study  examined  direct  project  costs,  estimated  at  approximately  $5,400  per 
trainee  (a  cost  $1,000  or  more  higher  than  the  national  average  per  trainee  cost 
in  the  Scheuer  New  Career  programs)  and  compared  them  with  anticipated 
direct  public  benefits  of  savings  in  welfare  and  unemployment  compensation 
costs,  costs  of  administering  welfare  programs,  and  the  tax  income  to  the  govern- 
ment of  the  additional  earning  made  possible  through  education  and  resultant 
higher  salaries.  Because  of  the  complexity  of  the  issue,  and  the  inadequacy  of 
present  measuring  devices,  the  study  noted,  the  accounting  does  not  measure 
benefits  to  the  individuals,  or  such  public  benefits  as  the  effect  upon  the  children 
of  the  New  Careerists  or  greater  participation  by  New  Careerists  in  civic  affairs 
and  in  political  processes,  etc. 

In  his  conclusion,  the  author,  having  indicated  that  "an  attempt  was  made 
to  keep  estimates  of  success  rates  and  expected  income  at  a  conservative  level, 
suggested  that"  a  strong  case  be  made  for  considering  the  New  Careers  project 
in  Minneapolis  a  sound  economic  investment." 

Besides  New  Careers,  I  wish  to  discuss  the  family  planning  services  in  the 
present  welfare  system.  I  know  that  this  Committee,  which  has  pioneered  in  the 
family  planning  field,  and  especially  the  gentleman  from  Texas  who  has  given  so 
much  to  this  effort,  do  not  need  to  be  reminded  of  the  intimate  and  inextricable 
relationship  between  poverty  and  training  and  the  availability  of  family  planning 
services. 

The  birth  each  year  of  another  child  is  frequently  responsible  for  pushing  the 
near  poor  family  onto  welfare  roles. 

Unwanted,  unplanned  pregnancies  often  lead  to  the  loss  of  the  second  income, 
provided  by  the  mother,  which  is  indispensable  to  the  family's  self  support. 

Unwanted,  unplanned  pregnancies  among  women  who  are  the  family's  sole 
breadwinner  inevitably  precipitate  chronic  dependency. 

Unwanted,  unplanned  pregnancies  among  women  engaged  in  training  spell 
utter  defeat  both  for  the  immediate  goal  of  this  program  and  the  long  range  goal 
of  financial  independence. 

The  requirements  regarding  family  planning  services  that  were  enacted  as 
part  of  Title  IV  of  the  Social  Security  amendments  of  1967  provide  the  basis,  at 
least  in  theory,  for  making  family  planning  services  available  to  welfare  recipi- 
ents and  trainees.  However,  SRS  has  not  made  any  meaningful  effort  to  imple- 
ment this  requirement. 

This  is  a  new  and  untried  field  for  most  states.  They  need  clear  impetus  and 
detailed  guidance  in  developing  and  carrying  out  a  family  planning  program. 
This  has  not  been  forthcoming  from  SRS.  That  agency  has  not  even  required 
compliance  with  the  guidelines  it  sent  to  cover  the  program.  The  guidelines  spe- 
cifically require  that  medical  contraceptive  services  be  offered  to  eligible  recipi- 
ents. Most  states,  if  they  do  anything  at  all  under  this  provision,  simply  give  gen- 
eral information  about  the  benefits  of  family  planning  and  assume  blithely  that 
local  resources  are  available  to  provide  actual  services. 

I  urge  the  Committee  to  take  action  to  assure  that  these  services  are  in  fact 
made  available.  Specifically,  I  would  ask  that  you  amend  Title  IV  to  state  that 
medical  contraceptive  services  shall  be  made  available  to  all  recipients  and 
trainees  who  desire  them  and  that  Title  IV  be  considered  the  primary  source 
for  providing  family  planning  services  to  these  recipients  and  trainees.  Since 
the  states  are  having  great  difficulty  in  meeting  the  matching  requirements  for 
this  and  other  Title  IV  program,  I  would  hope  that  funding  could  be  provided  on 
a  90-10  basis. 

Finally  I  would  urge  the  Committee  to  demand  that  SRS  establish  adequate 
administrative  procedures  and  reporting  systems  to  verify  that  the  money  spent 
for  family  planning  services  is  providing  medical  contraceptive  service  and  not 
just  pamphlets  and  general  information. 

Mr.  Cokmax.  The  next  witnesses  are  Mr.  Ernest  Giddings  and  Peter 
W.  Hughes  of  the  American  Association  of  Retired  Persons. 

Mr.  Giddings,  we  are  pleased  to  welcome  you  to  the  committee.  We 
appreciate  your  patience.  If  you  would  care  to  summarize  your  state- 
ment, we  might  insert  it  in  the  record  at  this  point  and  let  you  proceed 
however  you  wish. 
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STATEMENT  OF  ERNEST  GIDDINGS,  LEGISLATIVE  REPRESENTA- 
TIVE, NATIONAL  RETIRED  TEACHERS  ASSOCIATION  AND  AMER- 
ICAN ASSOCIATION  OF  RETIRED  PERSONS;  ACCOMPANIED  BY 
ROBERT  SYKES 

Mr.  Giddings.  Congressman,  I  am  glad  to  be  here  and  appreciate 
your  endurance,  and  I  will  summarize  a  few  points. 

Mr.  Corman.  Without  objection,  the  entire  statement  will  be  in- 
serted at  this  point  in  the  record. 

(The  statement  referred  to  follows :) 

Statement  of  Ernest  Giddings,  Legislative  Representative,  National  Retired 
Teachers  Association  and  American  Association  of  Retired  Persons 

Mr.  Chairman,  my  name  is  Ernest  Giddings.  I  am  legislative  representative  of 
the  National  Retired  Teachers  Association  and  the  American  Association  of 
Retired  Persons.  Accompanying  me  is  Mr.  Robert  Sykes,  also  a  member  of  the 
staff  of  our  two  associations,  consisting  of  an  individual  membership  nationwide 
of  approximately  1,800,000  older  persons. 

I  again  appreciate  the  opportunity  to  testify  before  your  Committee,  specifically 
in  the  name  of  our  members,  but  also  on  behalf  of  the  interest  of  all  older  people. 

As  a  legislative  representative  of  the  two  organizations  of  older  people,  I 
receive  thousands  of  letters  from  older  people  in  every  walk  of  life  and  residing 
in  every  State.  Many  of  them  write  to  you  and  many  write  to  us,  assuming  we 
can  and  will  effectively  convey  to  you  their  needs,  their  problems,  and  their 
difficulties.  We  try  to  serve  as  a  legitimate,  forceful  clearinghouse  to  help  focus 
your  attention  on  the  income,  housing,  health,  and  other  major  needs  of  the 
older  people  of  our  Nation. 

As  background  for  several  recommendations  I  shall  make,  I  am  submitting 
for  your  reference,  selected  excerpts  from  just  twenty  very  recent  typical  letters 
from  our  retired  members. 

These  people  are  not  extremists.  They  are  not  making  a  demand  on  you  or 
on  us.  They  are  not  people  of  wealth,  but  many  of  them,  through  no  choice  of  their 
own,  are  among  the  five  to  seven  million  older  poor.  They  seem  to  us  to  have  cer- 
tain traits  in  common.  They  can  and  will  communicate,  both  to  you  and  to  us. 
They  do  study  and  analyze  the  specific  benefits  and  weaknesses  in  our  social 
security  and  medicare  systems,  in  our  tax  structure  and  our  economy  generally. 

They  are  good  average  loyal  American  citizens  and  they  do  register,  write, 
and  participate  in  our  political  and  civic  life  better  than  either  the  younger  or 
middle  age  citizen  groups. 

These  letters  are  typical  of  what  they  say  and  write.  You  will  note  that  the 
twenty  letters  make  at  least  seventeen  points  with  only  casual  or  slight 
duplication, 

******* 

"When  Mr.  Nixon  became  President,  he  promised  that  this  was  one  of  the  first 
things  he  would  fight  for,  that  is  the  increase  in  social  security  benefits." 
(Mr.  P.,  Maryland) 

******* 

"I  read  in  the  paper  that  Mr.  Nixon  asked  for  an  increase  in  social  security 
of  10  percent.  That  really  is  an  insult  to  the  older  people.  We  should  receive  at 
the  very  least  50  percent.  For  one  who  is  receiving  $55  a  month,  it  is  an  increase 
of  $5.50.  What  can  we  do  with  $5.50?"  (Mrs.  H.,  California) 

******* 

"When  the  social  security  program  was  first  worked  out,  we  were  under 
depression  conditions  and  psychology.  The  retired  and  elderly  were  to  be  by 
this  device  kept  off  the  labor  market.  But  times  have  changed.  Workers  and  the 
results  of  constructive  labor  are  needed  everywhere  in  the  country.  It  is  both 
unnecessary  and  unjust  to  keep  older  citizens  from  making  their  contribution  to 
the  general  wealth  and  welfare  of  the  country.  The  penalty  for  earnings  should 
be  abolished  altogether."  (Mr.  A.,  Massachusetts) 

******* 
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"The  President  asks  for  10  percent  increase  in  Social  Security  payments.  This 
is  fine  for  us  getting  $150  per  month  but  how  about  my  friends  who  will  get 
only  $6,  $7,  $8?  I  get  twice  as  much.  But  inflation  has  hit  them  just  as  hard  as  it 
hits  us  in  higher  Social  Security  brackets.  I  have  written  my  Senators  and 
Representatives,  telling  them  I  believe  a  percentage  increase  is  unfair.  Labor 
unions  ask  for  40^  or  50^  per  hour  increase.  Never  have  I  heard  of  them  asking 
for  5  percent,  10  percent  or  any  percentage,  because  percentages  are  unfair  to 
lower  earnings  men  and  women.  A  lady  who  was  a  companion  gets  $60  per 
month  Social  Security.  Her  increase  will  be  a  small  $6.00.  Shouldn't  she  get  as 
much  as  I  who  will  get  $15?  May  the  low  ones  on  the  totem  pole  get  your 
support  in  this  unfortunate  matter?"  (Mr.  S.,  Pennsylvania) 

******* 

"On  reading  'AARP  Supports  Senate  on  Retirement  Income  Crisis'  in  the 
July  Bulletin,  it  occurs  to  me  that  a  way  to  alleviate  this  unjust  situation  would 
be  to  have  Social  Security  payments  pegged  to  the  value  of  the  dollar  so  that 
they  would  rise  automatically  with  inflation.  It  also  appears  flagrantly  unjust 
to  iimit  the  amount  a  recipient  of  Social  Security  may  earn  when  payment  is 
made  to  persons  with  private  wealth  and  income  more  than  sufficient  for  their 
needs."  (Mrs.  B.  New  Jersey) 

******* 

"Enclosed  is  a  clipping  of  the  latest  increases  our  Congressmen  receive.  But 
don't  you  think  that  some  of  those  increases  could  be  passed  around  just  a  little 
to  our  Senior  Citizens  on  Social  Security.  I  know  most  of  them  would  spend 
their  money  wisely."  (Mrs.  L.,  Michigan) 

******* 

"I  wish,  with  all  my  heart,  that  AARP  could  do  something  for  the  old  folks 
regarding  Social  Security,  and  ask  Congress  for  a  substantial  increase.  We  are 
among  the  millions  who  only  have  Social  Security  checks  to  live  on,  and  the 
amount  never  changes  whereas  the  cost  of  living  is  climbing  higher  every  day. 
How  can  Congress  expect  us  to  live?"  (Mrs.  W.,  New  York) 

******* 

"I  read  in  the  new  Bulletin  of  September  9,  1969  of  the  Administration  think- 
ing of  caring  for  the  children  at  the  expense  of  the  aged.  Why  can't  a  country  as 
well  off  as  ours  take  care  of  the  children  and  the  old  folks  too?  It  would  be  a  dis- 
grace to  make  such  a  decision  no  matter  who  made  it."  (Mr.  O.,  Washington) 
******* 

"The  doctors  advised  us  to  apply  for  my  husband's  disability  social  security 
as  he  would  no  longer  be  able  to  work.  When  I  went  to  the  social  security  office 
you  can  imagine  my  surprise  when  I  was  told  he  was  not  qualified  to  draw  dis- 
ability payments  because  the  disability  booklet,  page  8,  line  3  reads  "31  or  older : 
If  you  become  disabled  before  1972,  you  need  credit  for  5  years  of  work  out  of 
the  10  years  ending  when  you  became  disabled."  I  cannot  understand  a  ruling 
that  would  cut  out  a  man  my  husband's  age  and  disability  with  25  years  credit 
with  social  security  yet  allow  a  24  year  old  with  only  iy2  years  credit  to  draw 
payments.  I  then  filled  out  papers  and  sent  them  in.  Again  my  husband  was  re- 
fused payments.  If  payments  into  social  security  for  25  years  isn't  enough  credit 
to  draw  disability  when  you  need  it  then  something  is  wrong  with  the  social 
security  laws."  (Mrs.  T.  Tennessee) 

******* 

"My  84th  birthday  is  coming  up  real  soon.  My  Social  Security  helps  me  but  my 
medical  bills  are  so  much  larger  and  drugs  are  going  higher."  (Mrs.  F.,  Illinois) 
******* 

"I  did  not  notice  anything  in  those  plans  to  raise  the  minimum  Social  Security 
which  is  only  $55  now  ($51  with  $4  deducted).  Many  older  people  worked  when 
there  was  no  Social  Security,  and  did  not  receive  high  enough  wages  under 
Social  Security  to  receive  more  than  the  minimum  of  $55.  I  believe  this  minimum 
should  be  raised  to  $100  a  month — at  least  $75.  The  10%  raise  will  not  help  them 
at  all  at  present  because  the  increase  in  Medicare  would  take  it  all."  (Mrs.  H., 
California) 

******* 
"Income  taxes  at  both  the  Federal  and  State  level  have  not  taken  into  consid- 
eration the  fact  that  those  receiving  Social  Security  and  railroad  retirement 
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pay  no  income  tax.  Retirement  income  credit  is  not  in  proportion."  (Mrs.  B., 
California) 

******* 

"I  have  a  small  pension  but  that  and  my  Social  Security  is  barely  sufficient 
for  me  to  exist.  I  am  grateful  to  the  Council  members  of  the  AARP  for  their 
efforts  to  increase  the  amount  of  Social  Security.  I  was  registrar  in  a  clinic  and 
the  plight  of  the  old  patients  was  heartbreaking,  especially  when  they  were  too 
proud  to  ask  for  Welfare."  (Mrs.  P.,  New  York) 

******* 

"I  receive  $90  a  month.  I  need  a  new  roof  on  my  house.  Since  the  recent  bad 
storms  the  water  has  been  running  into  the  house.  I  need  several  plumbing  jobs 
done.  Countless  other  repairs  too.  Taxes,  Real  Estate  and  School  are  so  high, 
also  water  rent,  not  to  speak  of  the  electric,  oil  and  gas  bills.  I  never  buy  any- 
think  for  myself  and  spend  as  little  as  I  can  for  food.  I  don't  have  Medicare  be- 
cause I  can't  afford  the  $4  a  month."  (Mrs.  K.,  Pennsylvania) 

******* 

"Most  of  these  old  people  had  to  start  all  over  again  during  the  depression 
and  with  no  Government  help  they  dug  in,  made  a  living  of  sorts,  helped  build 
the  present  system  of  roads,  schools,  hospitals,  etc.  Quite  a  few  of  them  did 
manage  to  save  up  a  little  for  old  age  but  inflation  has  cut  it  unbelievably. 
Congressmen  with  their  $1000  per  month  don't  imagine  what  it  can  be  like  to  try 
to  exist  on  $75  or  $100  per  month."  (Mr.  C,  Illinois) 

******* 

"I'd  like  to  see  the  Income  Tax  taken  off  retirement  pensions,  where  they  are 
so  small — we  need  that."  (Mrs.  L.,  Missouri) 

******* 
"Recently  two  of  my  friends  who  were  getting  only  $45  per  month  gave  their 
homes  and  everything  they  owned  to  a  Church  home  because  they  could  not  live 
on  the  amount  they  were  getting.  I  would  like  to  ask  who  is  more  in  poverty  than 
we  elderly  people  on  Social  Security."  (Mrs.  L.,  Pennsylvania) 

******* 

"Chiefly,  our  problem  is  the  fact  that  no  employer  is  willing  to  hire  a  67-year 
old  man  on  the  basis  of  $140  per  month  ($1500)  a  year,  which  only  permits  an 
average  work-week  of  iy2  days,  or  40  hours  a  month,  based  modestly  on  $2.75  per 
hour.  If  the  restrictions  on  earning  could  be  raised  to  $2400  ($200  per  month),  it 
would  mean  that  our  income  would  be  sufficient  to  get  by.  I  feel  sure  my  husband's 
health  would  be  improved,  in  the  long  run,  and  his  productive  years  would  be 
lengthened."  (Mrs.  P.,  California) 

******* 

"Unfortunately  when  I  retired  I  was  unable  to  trim  my  living  patterns  as 
suddenly  as  my  income  was  reduced.  One  by  one  certain  habits  were  changed  to 
reduce  my  living  expenses.  But  at  the  same  time  certain  necessary  costs  kept 
raising.  Actually  it  seems  everything  costs  more."  (Mrs.  S.,  California) 
******* 

"As  a  widow,  I  would  like  to  urge  an  increase  of  from  82%  to  100%  on  Sur- 
vivors' Benefit.  No  widow  should  have  to  live  on  less  than  her  husband  would 
receive  if  he  survived  her.  Her  benefit  should  be  equal  to  the  amount  that  her 
husband  would  have  received  at  the  same  age  had  he  lived."  (Mrs.  M.,  Washing- 
ton) 

******* 

These  letters  are  no  better  and  no  worse  than  thousands  we  receive  every  week. 
They  do  constitute  a  fair  and  accurate  background  from  which  to  consider  the 
following  proposals : 

"We  support  legislation  to  Increase  the  minimum  social  security  benefit  to  at 
least  $120  a  month."— NRTA-AARP  Legislative  Objectives,  1969. 

We  are  greatly  disappointed  by  the  President's  proposal  to  increase  social 
security  benefits  by  a  mere  10  percent.  The  total  inadequency  of  this  increase 
is  made  painfully  apparent  when  we  examine  what  has  taken  place  since  the 
last  benefit  increase  was  signed  into  law  in  1967. 

At  that  time,  the  consumer  price  index  was  at  119.0.  By  September  1969,  the 
index  had  risen  to  129.3 — an  8.7  percent  increase  in  just  a  year  and  a  half.  If 
the  index  continues  to  rise  at  the  current  rate,  those  who  receive  their  social 
security  benefits  next  April,  under  the  President's  proposed  plan,  will  be  worse 
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off  than  they  were  two  years  ago,  even  though  the  benefits  may  have  been  in- 
creased by  the  proposed  10  percent. 

The  median  income  for  retired  men,  retired  women,  and  aged  widows  from 
sources  other  than  social  security  benefits  has  decreased  19  percent,  34  percent, 
and  83  percent  respectively  since  1956.  In  addition,  the  gap  between  the  median 
Income  of  those  over  age  sixty-five  and  those  under  sixty-five  has  widened  con- 
siderably. In  1962,  a  family  headed  by  an  older  American  received  one-half  the 
income  of  a  family  headed  by  an  American  under  65.  By  1967  that  gap  had  so 
increased  that  the  family  of  an  older  American  could  expect  to  receive  only  46 
percent  of  the  income  received  by  a  younger  family.  And  this  gap  has  grown  even 
wider  since  1967. 

The  plain  truth  is  that  nearly  one-third  of  all  Americans  age  65  or  over  are 
living  in  poverty.  And  even  more  shocking  is  the  fact  that  while  the  number  of 
younger  poor  in  this  country  is  steadily  decreasing,  the  number  of  older  poor  con- 
tinues to  increase.  As  we  have  already  seen,  most  older  Americans  depend  primar- 
ily upon  social  security  benefits  for  their  income,  and  these  benefits,  therefore, 
constitute  the  foremost  determinant  of  their  economic  status.  Thus,  it  is  our  belief 
that  the  social  security  system  can  and  should  serve  as  the  most  effective  vehicle 
for  stopping  this  shameful  push  into  poverty  which  is  being  given  to  our  older 
citizens  by  the  inflationary  pressures  of  today's  economy. 

Of  the  twenty-five  million  persons  receiving  social  security  benefits,  seventy- 
five  percent  are  older  persons,  and  90  percent  of  these  older  Americans  rely  pri- 
marily upon  social  security  payments  for  their  economic  well-being.  Let  us  look 
for  a  moment  at  the  measure  of  poverty  currently  in  use  by  the  government  agen- 
cies dealing  directly  with  groups  of  older  people. 

Organizations  administering  the  late  start  program  under  the  office  of  economic 
opportunity,  and  the  senior  service  aid  program  under  the  Department  of  Labor, 
this  year,  are  authorized  to  use  the  following  guidelines  for  eligibility.  The  poverty 
level  of  annual  income  for  the  older  single  person  is  recognized  as  $1,600  and 
for  the  man  and  wife  over  that  age,  $2,100. 

We  believe  this  requires  an  increase  to  $120  in  the  minimum  benefit.  Only 
through  such  an  increase  can  we  begin  to  move  millions  of  older  Americans  out 
of  poverty  and  insure  that  millions  more  who  are  on  the  poverty  border  are  not 
pushed  below  it. 

In  addition  to  permitting  our  older  citizens  to  live  their  remaining  years  in 
dignity  and  free  of  severe  economic  hardship,  such  an  increase  would  also  help 
to  meet  the  costs  of  a  truly  adequate  social  security  system  by  accelerating  the 
steady  shift  of  recipients  from  welfare  rolls  to  social  security. 

We  believe  that  the  Congress,  by  adopting  our  suggested  minimum  payment  of 
$1,440  a  year  for  the  single  person  over  age  65  could  take  the  greatest  and  most 
effective  step  toward  the  elimination  of  poverty  that  has  ever  been  taken  in  our 
Nation's  history. 

"We  recommend  that  the  social  security  earnings  limiatation  be  amended  to 
permit  annual  earned  income  of  $3,000  without  reduction  in  social  security 
benefits." — NRTA-AARP  Legislative  Objectives,  1969. 

We  are  very  disappointed  with  the  administration's  proposal  concerning  the 
earnings  limitation.  Under  the  present  law,  an  individual  who  is  eligible  for 
social  security  benefits  loses  $1  for  every  $2  he  earns  in  excess  of  $1,680  a  year, 
up  to  $2,880.  He  loses  dollar  for  dollar  on  earned  income  above  $2,880.  The 
administration  would  amend  this  provision  to  permit  earnings  up  to  $1,800.  The 
eligible  recipient  would  then  forfeit  $1  in  benefits  for  every  $2  of  earned  income 
above  that  amount. 

The  man  or  woman  over  age  65  drawing  the  monthly  minimum  of  $61  proposed 
in  the  President's  bill,  that  is,  $732  a  year,  would  begin  to  forfeit  that  benefit 
as  soon  as  he  or  she  earned  more  than  $1,800  in  the  year.  The  total  benefit  would 
be  forfeited  when  the  recipient  earned  as  much  as  $1,464  beyond  that  $1,800 
limit. 

Such  a  severe  limitation  imposed  on  the  earnings  of  an  individual  eligible  for 
social  security  benefits  acts  as  a  penalty  clause  and  is,  in  fact,  a  partial  denial  of 
the  very  basis  upon  which  the  social  security  program  has  been  constructed — that 
basis  being  one  of  insurance  of  retirement  income.  The  administration's  proposal 
is  little  more  than  a  token  gesture. 

Because  social  security  originated  at  a  time  when  this  Nation  was  trapped  in 
the  depths  of  a  great  economic  depression,  it  was  understandable  policy  in  those 
years  to  discourage  the  continued  employment  of  older  Americans  in  order  to 
open  up  the  ranks  of  the  working  force  to  the  thousands  of  middle-aged  Ameri- 
cans looking  for  jobs. 
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Today,  however,  we  are  facing  an  entirely  different  situation.  Not  only  do  we 
enjoy  a  nearly  full  employment  labor  climate,  but  many  businesses  and  industries 
have  a  vital  need  for  the  skills  and  labor  which  can  be  provided  only  by  the  older, 
more  experienced  worker. 

And  yet  thousands  of  older  Americans  who  possess  these  needed  skills,  who  are 
willing  and  able  to  work,  will  not  work  because  of  the  penalty  which  will  be 
imposed  upon  them  by  the  earnings  limitation  contained  in  the  present  law.  Nor 
will  this  penalty  be  meaningfully  reduced  by  the  administration's  proposed 
change. 

Results  of  the  latest  medical  research  in  the  aging  processes  seem  to  indicate 
that  one  of  the  major  problems  crucial  to  the  well-being  of  older  people — perhaps 
almost  as  important  as  the  slowing  down  of  the  physical  mechanism — is  the 
inability  to  contribute.  A  job,  even  on  a  part-time  basis,  may  enhance  not  only 
the  financial  health  of  an  older  person,  but  may  be  therapeutically  and  psycho- 
logically invigorating  as  well. 

Older  Americans  simply  do  not  understand  why  this  country,  which  is  now 
reaping  the  fruits  of  their  hard  labor,  is  at  the  same  time  denying  them  the 
opportunity,  indeed  the  right,  to  both  add  to  their  own  financial  security  and 
contribute  their  talents  to  an  environment  in  which  they  are  needed.  Should 
the  right  to  a  job.  and  with  it  dignity,  a  feeling  of  independence  and  sense  of 
accomplishment,  be  legislatively  denied  to  millions  of  older  Americans? 

It  is  our  recommendation  that  the  older  person  be  permitted  to  earn  at  least 
$3,000  in  the  year  before  he  suffers  any  loss  of  his  social  security  benefits. 

"We  urge  that  public  pension  programs  be  revised  to  provide  automatic  pension 
increases  tied  to  a  rise  in  the  cost  of  living." — NRTA-AARP  Legislative 
Objectives,  1969. 

The  history  of  social  security  adjustments  is  that  benefits  are  voted  in  election 
years.  What  is  the  overriding  motive?  Is  it  to  provide  justice  and  equity  in 
keeping  with  our  spiraling  economy?  Or  is  it  used  as  a  vote-getting  device?  If 
social  security  increases  for  older  Americans  are  to  any  degree  a  political 
football  in  election  years,  we  have  a  remedy  to  offer.  The  leaders  of  Congress 
and  its  Members  who  are  willing  to  take  social  security  adjustments  out  of 
politics  and  gear  such  adjustments  to  our  ever-increasing  national  productivity 
should  write  a  provision  into  the  social  security  law  this  year  to  require  automatic 
adjustments  as  the  cost  of  living  price  index  rises.  Both  political  parties  are 
committed  to  such  a  policy.  Precedents  were  set  when  the  Congress  wrote  such 
provisions  into  military  pensions  and  civil  service  pensions.  Furthermore,  many 
Members  of  Congress  have  taken  the  leadership  by  introducing  such  bills  this 
year. 

"We  urge  that  the  widow's  social  security  benefit  be  increased  to  100  percent 
of  the  worker's  benefit."— NRTA-AARP  Legislative  Objectives,  1969. 

We  were  pleased  to  learn  that  the  administration  social  security  proposal 
would  increase  widows'  benefits  from  82%%  to  100%  of  the  deceased  husband's 
primary  benefit.  This  improvement  in  the  social  security  program  is  long  overdue. 
This  provision  alone  if  enacted  by  the  Congress  this  year  will  correct  a  long- 
standing inequity  for  almost  3  million  widows  and  at  a  relatively  minor  cost. 

Providing  the  widow  with  the  same  benefit  for  which  the  husband  was  qualified, 
in  addition  to  the  monetary  benefit,  will  provide  the  window  with  an  additional 
measure  of  self-respect  and  independence. 

"We  urge  Congress  to  assure  that  all  persons  will  be  eligible  for  medicare 
upon  attaining  age  65." — NRTA-AARP  Legislative  Objectives,  1969. 

Our  associations  traditionally  took  the  position  that  health  insurance  benefits 
did  not  need  to  be  tied  to  the  social  security  program.  However,  when  the 
medicare  bill  was  passed  in  1965,  eligibility  for  part  A  of  the  medicare  program 
was  made  dependent  upon  eligibility  for  social  security,  and  a  cut-off  date  was 
set  at  January  1,  1968.  which  provided  that  the  person  who  had  not  qualified 
for  social  security  benefits  by  that  date,  was  not  eligible  for  the  benefits  of  part  A 
of  the  medicare  program.  This  provision  has  worked  a  genuine  hardship  and 
injustice  on  many  thousands  of  retired  teachers  and  some  other  persons  retired 
from  public  retirement  systems.  Many  of  these  were  people  who  were  participants 
in  a  retirement  system  in  which  the  teachers  or  other  members  had  been  permitted 
by  legislation  passed  by  the  Congress  to  exclude  themselves  from  the  social 
security  program.  When  medicare  and  social  security  were  joined  in  1965,  many 
of  these  people  had  therefore,  excluded  themselves  from  the  benefits  of  medicare. 

In  each  of  our  association  conferences,  held  in  eight  areas  of  the  country  this 
year,  I  have  requested  an  indication  by  our  retired  people  of  the  number  ineligible 
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for  part  A  of  the  medicare  program.  In  most  areas,  at  least  %  of  these  older 
retirees  are  excluded  from  the  benefits  of  that  part  of  the  medicare  program. 
Last  month,  a  poll  of  the  retired  teachers  at  the  annual  meeting  of  the  Connecticut 
Retired  Teachers  Association  indicated  that  approximately  %  are  ineligible 
for  medicare.  A  similar  showing  in  the  State  of  Illinois  less  than  three  weeks  ago 
convinces  me  that  the  Congress  should  provide  some  way  by  which  (1)  those 
active  teachers  who  have  been  permitted  to  remain  outside  the  coverage  of  social 
security  can  be  allowed  to  qualify  for  medicare,  and  (2)  those  people  who  are 
already  retired  without  having  qualified  for  full  medicare  benefits,  can  be 
allowed  to  do  so.  A  bill  introduced  in  the  United  States  Senate  by  Senator 
Abraham  Ribicoff  of  Connecticut  will  provide  this  relief.  It  is  our  hope  that  a 
member  of  your  committee  will  introduce  a  similar  or  identical  bill  and  that  your 
committee  will  act  favorably  upon  it  this  year.  It  is  our  position  that  no  person 
should  be  excluded  from  any  part  of  the  medicare  program  because  he  made 
the  choice  of  remaining  outside  the  coverage  of  social  security. 

"To  provide  uniform  method  of  computing  benefits  for  men  and  women." 

We  are  pleased  to  note  that  President  Nixon  has  recommended  that  social 
security  benefits  for  men  and  women  be  computed  on  the  same,  identical  basis. 
The  increased  benefit  which  would  result  from  such  a  change  is  notable;  the 
resulting  principle  of  uniformity  may  be  even  more  important.  We  urge  your 
committee  to  accept  that  important  suggestion  for  uniform  treatment  between 
the  sexes. 

"We  urge  the  Congress  to  include  prescription  drug  costs  in  medicare." — 
NRTA-AARP  Legislative  Objectives,  1969. 

We  believe  that  the  time  has  arrived  when  the  Congress  must  take  action  to 
include  the  costs  of  prescription  drugs  for  hospital  out-patients  within  the 
coverage  afforded  in-patients  by  the  medicare  program. 

Lender  the  present  program,  patients  in  hospitals  and  extended  care  facilities 
are  provided  with  these  drugs.  However,  out-patients  who  must  have  the  very 
same  drugs  in  order  to  keep  themselves  healthy  and  out  of  the  hospital  are  denied 
reimbursement  for  their  costs. 

Although  older  Americans  represent  only  10  percent  of  the  population,  they 
use  nearly  25  percent  of  all  prescription  drugs,  and  their  per  capita  expenditures 
for  drugs  are  more  than  3  times  that  of  younger  Americans. 

These  proportions  take  an  increased  meaning  when  we  note  that  the  Nation's 
total  expenditures  for  health  and  medical  care,  which  includes  drugs,  increased 
by  11.9  percent  during  fiscal  1969.  This  one  year  rate  of  increase  was  more  than 
one-third  faster  than  the  growth  rate  of  the  gross  national  product. 

The  unconscionable  burden  which  this  situation  has  placed  upon  the  millions 
of  older  Americans  living  on  fixed  retirement  incomes  is  obvious. 

The  Senate  recognized  the  importance  of  enacting  legislation  to  remedy  this 
situation  in  1966,  when  it  passed  a  prescription  drug  program.  Unfortunately, 
the  House  did  not  agree.  But  in  1967,  the  Congress  directed  the  Secretary  of 
Health,  Education,  and  Welfare  to  study  the  feasibility  of  such  a  program.  A 
task  force  appointed  by  the  Secretary  recommended  that  prescription  drugs  be 
covered  by  medicare.  Soon  after  assuming  office,  Secretary  Finch  appointed  a 
committee  to  study  the  recommendation  of  the  former  secretary's  task  force. 
Not  only  did  Secretary  Finch's  committee  agree  that  medicare  should  cover 
prescription  drugs,  but  it  urged  an  even  more  extensive  coverage  than  had  been 
recommended  by  the  task  force. 

Thus,  Mr.  Chairman,  we  urge  that  the  Congress  act  now  to  make  these  changes 
recommended  by  the  Senate  in  1966  and  the  special  study  groups  of  two  Secre- 
taries of  Health,  Education,  and  Welfare. 

"We  urge  the  Congress  to  revise  the  eligibility  test  enacted  in  1966  for  the 
special  age-72  payments." — NRTA-AARP  Legislative  Objectives.  1969. 

Four  years  ago,  in  1965,  Congress  established  a  "transitional  insured  status" 
for  persons  age  72  or  over,  who  were  excluded  from  social  security  benefits 
because  their  working  lives  were  completed  or  substantially  completed  before 
coverage  was  extended  to  their  former  occupations. 

We  are  pleased  that  the  President's  plan  recognizes  the  need  to  increase  the 
present  meager  $40  a  month  benefit  now  permitted  these  older  people. 

We  do  deplore  the  fact  that  the  blanketing-in  amendment  added  by  Congress 
in  1966  denied  the  special  benefit  ("now  $40  a  month)  to  the  72-year  old  teacher 
or  other  retiree  who  was  drawing  as  much  as  $40  a  month  in  any  form  of  public 
pension.  Such  a  restriction  is  contrary  to  the  original  intent  of  the  Prouty 
amendment  and  should  be  corrected  by  the  Congress. 
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We  recommend  that  the  Congress  eliminate  that  restrictive  earnings  limita- 
tion and  replace  it  if  necessary  with  a  more  realistic  one.  If  a  limitation  must 
be  applied  to  the  special  benefit  for  these  older  persons,  we  would  suggest  that 
they  be  allowed  to  receive  at  least  $150  per  month  in  public  pension  before  being 
denied  the  meager  special  social  security  benefit. 

Such  a  restriction  would  prevent  a  member  of  Congress  from  drawing  the 
benefit,  but  it  would  not  deny  it  to  the  80-year  old  teacher,  for  example,  who 
has  qualified  for  a  small  pension  but  has  never  worked  in  employment  covered 
by  social  security. 

"We  urge  a  bipartisan  study  of  the  whole  social  security  system  in  relation  to 
today's  economy." — NRTA-AARP  Legislative  Objectives,  1969. 

The  legislative  council  of  NRTA-AARP  firmly  urges  that  a  long  range  bi- 
partisan study  be  undertaken  to  evaluate  the  development  of  the  total  social 
security  program  to  date,  to  make  objective  comparisons  with  the  programs  of 
other  nations,  with  private  programs  both  here  and  abroad,  and  to  agree  upon, 
if  possible,  the  appropriate  philosophy,  as  well  as  specific  purposes  and  techniques. 

Such  a  study  would  encompass  many  questions.  The  following  are  only  a  few 
of  the  most  obvious  ones. 

1.  Should  our  social  security  system  constitute  a  system  of  complete  income 
maintenance  for  all  older  persons  ? 

2.  If  the  target  is  income  maintenance,  should  it  be  at  the  presently  recognized 
poverty  level? 

3.  Should  the  system,  therefore,  be  a  combination  of  social  insurance  and 
welfare  ? 

4.  Should  the  total  system  cover  the  existing  gaps  in  medicare,  including 
prescription  drugs,  the  present  deductible  items  and  the  co-insurance  features  in 
the  present  law? 

5.  Should  the  differences  in  benefits  for  men  and  women  written  into  the 
original  law  be  continued  in  the  light  of  changed  conditions? 

6.  Should  we  turn  to  a  greater  dependence  upon  general  revenues  to  supplement 
the  historic  payroll  deduction  to  provide  a  more  adequate  and,  possibly,  more 
justifiable  source  of  the  social  security  trust  funds? 

7.  How  can  we,  in  the  future,  relate  the  level  of  benefits  to  changing  needs  of 
older  people  occasioned  by  rapidly  increasing  local  and  State  property  taxes, 
hospital  costs,  drug  costs,  housing  costs,  and  costs  of  other  inflated  necessities 
of  life? 

"We  urge  the  Congress  to  adjust  the  retirement  income  credit  base  to  correspond 
with  the  current  social  security  maximum  payment." — NRTA-AARP  Legislative 
Objectives,  1969. 

RETIREMENT  INCOME  TAX  CREDIT  HAS  NOT  BEEN  UPDATED  SINCE  1962 

The  retirement  income  tax  credit  provisions,  section  37,  of  the  Internal  Revenue 
Code  of  1954,  is  out  of  date  and  has  not  been  updated  since  1962.  Your  committee, 
the  Congress,  and  spokesmen  for  the  United  States  Treasury  wrote  the  tax  credit 
into  the  law  fifteen  years  ago,  in  lieu  of  granting  the  pension  of  the  retired 
teacher  of  the  public  employees  the  same  tax  exemption  always  allowed  social 
security  and  railroad  retirement. 

As  the  law  stands  today,  the  tax  credit  is  computed  on  the  base  of  $1,524.  With 
the  present  lowest  bracket  rate  of  15%,  the  tax  benefit  is  $228.10.  This  maximum 
benefit  was  established  when  your  committee  updated  the  tax  credit  in  1962. 
It  has  remained  at  that  figure  since  that  time.  In  the  meantime,  the  maximum 
primary  social  security  benefit  has  been  stepped-up  on  two  occasions,  and  now 
stands  at  $1,872. 

Mr.  Chairman,  with  your  cooperation,  and  with  bills  introduced  by  Congressman 
Landrum,  Congressman  Boggs,  and  others,  you  have  been  on  the  verge  of  correct- 
ing the  retirement  credit  base  on  several  occasions  during  tne  last  seven  years, 
without,  however,  accomplishing  that  result.  Part  of  the  responsibility  for  the 
delay  on  these  occasions  was  the  proposal  by  Treasury  which  would  have  made 
an  about-face  in  our  tax  policy,  and  made  social  security  benefits  taxable  income. 

In  the  meantime,  approximately  500,000  retired  teachers,  firemen,  police  and 
other  retirees  from  other  retirement  systems,  as  well  as  other  persons  who  have 
provided  themselves  with  income  in  the  form  of  interest,  dividends  and  rentals, 
have  been  discriminated  against.  They  have  not  been  permitted  the  equal  tax 
treatment  on  the  retirement  income  they  provided  for  themselves  equal  to  that 
provided  under  the  social  security  system. 
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It  is  now  our  hope  that  your  committee  will  take  action  this  year  to  update  the 
retirement  income  tax  credit.  Two  methods  of  obtaining  that  result  are  possible. 
One  method  is  to  provide  that  the  base  figure  of  $1,524  in  the  present  law  be 
changed  to  $1,872,  the  figure  reported  to  your  committee  last  year  by  the  staff  of 
your  Joint  Committee  on  Internal  Revenue  Taxation.  Another  method  is  to  pro- 
vide that  the  base  figure  for  computing  the  income  tax  credit  be  automatically 
adjusted  whenever  social  security  benefits  are  increased. 

The  question  of  which  method  your  committee  chooses  is  not  especially  critical. 
However,  it  is  our  sincere  hope  and  recommendation  that  the  committee  will 
agree  upon  one  method  and  write  it  into  either  the  tax  reform  bill  or  the  social 
security  bill — whichever  moves  through  the  House-Senate  Conference  Committee 
first.  In  the  name  of  tax  equity,  this  action  should  be  taken  by  the  Congress  this 
year. 

In  this  request  to  your  committee  for  action  on  the  retirement  income  tax 
credit,  I  am  speaking  for  the  National  Conference  on  Public  Employee  Retirement 
Systems,  as  well  as  for  NRTA-AARP.  That  National  Conference  on  Public 
Employee  Retirement  Systems  consists  of  130  retirement  systems  located  in  34 
States.  President  of  the  conference  is  Mr.  Jack  Kennedy,  executive  secretary  of 
the  Public  Employees  Retirement  Association  of  Colorado. 

SUMMARY 

Although  President  Nixon  proposes  that  social  security  increases  which  the 
Congress  passes  not  be  made  available  to  the  people  until  April  1,  1970,  we  urge 
you  to  make  them  available  as  soon  as  possible. 

Salary  increases  for  public  officials  are  not  delayed  months  beyond  the  time 
the  decision  is  made. 

We  see  no  reason  whatever  why  increases  you  do  agree  upon  should  be  delayed 
for  3  months.  The  ravages  of  inflation  do  not  wait. 

Many  of  you  and  your  colleagues  have  proposed  an  effective  date  of  January  1, 
1970,  for  any  social  security  benefits  enacted  in  this  Congress.  We  commend 
you  and  support  you. 

Mr.  Giddixgs.  I  should  point  out  that  the  man  at  my  left  is  a  mem- 
ber of  our  staff,  Mr.  Robert  Sykes.  The  other  member  of  our  staff  is 
out  in  your  good  State  of  California  on  some  field  trips. 

The  statement  we  have  made  covers  a  variety  of  concerns  to  our 
members,  and  I  want  to  point  out  that  we  are  a  membership  organiza- 
tion of  1.800.000  individual  dues-paying  members.  It  isn't  just  a  list. 
They  are  individual  members. 

I  want  to  jDoint  out  that  in  my  statement  I  have  provided  first  a 
list  of  about  20  letters,  just  typical  letters  out  of  a  few  thousand,  and 
that  we  get  every  week  letters  which  are,  I  suppose,  about  like  the 
letters  which  you  receive  in  your  office  and  Mr.  Betts  receives.  But  I 
thought  those  would  serve  as  somewhat  of  a  background  for  a  few  of 
the  points  that  I  have  made  in  the  statement. 

In  the  absence  of  time  I  will  just  comment,  then,  on  two  or  three 
items  that  I  would  hope  we  might  get  some  attention  on  during  the 
executive  sessions  of  your  committee. 

One  is  the  earnings  limitation  in  social  security.  In  the  President's 
proposal  he  proposes  increasing  by  10  percent  across  the  board,  which 
would  mean  the  present  minimum  would  go  up  to  $61.  And  it  is  our 
feeling  and  that  of  our  members  that  the  earnings  limitation  as 
applied  by  the  President's  proposal  is  very  inadequate  in  that  it  would 
work  this  way : 

The  person  who  earned  up  to  $1,800,  even  though  he  were  only 
eligible  for  the  $61  minimum,  would  begin  to  lose  that  minimum  as 
soon  as  he  earned  more  than  $1,800.  We  think  that  should  be  increased, 
and  our  official  position  is  that  it  would  be  justifiable  to  put  that 
earnings  limit  up  to  $3,000. 
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The  other  point  that  I  would  like  to  make  is  that,  although  we 
agree  completely  with  the  President's  proposal  to  urge  your  com- 
mittee to  adopt  automatic  adjustment  of  social  security  benefits,  before 
that  is  done  the  minimum  should  be  raised  substantially.  To  adopt 
a  plan  of  automatic  adjustments  with  the  vast  difference  that  exists 
now  and  would  still  exist  under  the  President's  proposal  between  the 
minimum  and  the  maximum  primary  benefit  would  be  very  unfair  to 
the  people  on  the  minimum.  It  would  mean  that  it  would  sound  as  if 
they  were  automatically  getting  an  adjustment  year  by  year  as  the 
cost  of  living  rises,  but  it  would  mean  about  three  times  as  much 
increase  for  those  at  the  maximum  as  those  on  the  minimum  benefit. 

The  other  point  I  want  to  call  to  your  attention,  then,  is  one  that 
was  written  into  the  law  5  years  ago  to  quite  an  extent  on  the  effort 
of  our  organization.  It  was  written  in  as  an  amendment  introduced 
by  Senator  Prouty  on  the  Senate  side  and  is  identified  in  the  Presi- 
dent's proposal  as  the  special  social  security  benefits  for  persons  over 
age  72.  It  was  done  to  provide  some  small  benefit  for  those  people  over 
age  72  who  never  had  had  a  chance  for  some  reason  or  other  to  qualify 
for  social  security  benefits  because  their  employment  was  not  covered 
or  because  it  was  a  widow  and  the  husband's  employment  was  not 
covered  for  some  other  reason. 

When  the  law  was  amended  in  1966  a  provision  was  written  in 
which  works  a  real  hardship  on  many  of  these  people.  It  is  written 
in  such  a  way  that  the  person  otherwise  eligible  for  the  present  $40 
minimum  would  lose  that  eligibility  if  he  or  she  happened  to  be  a 
retired  schoolteacher  or  retired  from  any  other  occupation  and  re- 
ceived as  much  as  $40  public  pension.  It  would  completely  eleminate 
that  person  as  an  eligible  person  for  this  particular  benefit. 

We  think  that  should  be  eliminated  or  at  least  adjusted.  One  possi- 
bility would  be  to  allow  that  person  such  a  ceiling  as,  say,  $150  a 
month,  allow  the  person  as  much  as  $150  a  month  before  he  or  she  lost 
his  eligibility  for  that  special  payment. 

The  next  item  I  want  to  call  to  your  attention  is  the  retirement- 
income  credit  provision  in  the  Internal  Revenue  Code.  That  also  was 
written  in  by  the  request  of  the  police,  firemen,  teachers,  and  other 
public  employees  in  1954,  and  is  now  section  37  of  the  Internal 
Revenue  Code.  It  was  written  in  to  provide  equality  of  tax  treatment 
for  those  people  who  provided  for  their  own  retirement  income  but 
who  did  not  have  social  security. 

The  basis  for  your  adopting  it  and  writing  it  into  the  law  was  that 
social  security  and  railroad  retirement  benefits  were  and  always  have 
been  tax  exempt  but  public  pensions  were  taxable,  and  on  the  theory 
that  there  ought  to  be  equal  tax  treatment,  the  tax  credit  provision 
was  written  into  the  law. 

What  it  means  is  that  today  and  since  1962  the  person  who  takes 
advantage  of  that  tax  credit  computes  at  the  lowest  bracket  rate  on 
the  maximum  primary  benefit  as  it  was  in  1962,  which  was  $1,524. 

In  the  meantime,  however,  that  benefit  has  risen  to  $1,872,  and  it 
should  have  been  updated  each  time  as  the  increases  came  along.  Since 
1962  there  have  been  two  substantial  increases,  one  I  think  of  5  percent 
and  then  one  of  17  percent.  And  the  chairman  and  other  members  of 
the  committee,  including  Mr.  Boggs  and  Mr.  Broyhill  and  Mr.  Yanik 
and  Mr.  Landrum — and  I  am  sure  some  other  members  of  the  com- 
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mittee— have  introduced  amendments  which  would  have  made  the 
correction  and  have  updated  the  retirement- income  credits,  so  that  the 
committee  has  been  on  the  verge  of  making  the  correction  several 
times  since  that  time.  But  no  action  has  been  taken. 

On  this  point  I  am  speaking  not  only  for  my  organization  but  also 
for  the  National  Conference  on  Public  Employee  Eetirement  Systems, 
a  conference  which  is  made  up  of  130  retirement  systems  over  the 
country — police,  firemen,  civil  employees,  county  employees,  munici- 
pal employees,  and  so  forth.  And  many  of  their  spokesmen  have 
visited  members  of  the  committee  and  are  well  known  to  them. 

We  would  urge  that  the  committee  update  that  provision  of  the  tax 
credit,  and  it  could  be  done  in  one  of  two  ways.  It  could  use  one  of  the 
bills  that  has  been  introduced  which  would  increase  the  base  from  the 
$1,524  to  $1,872,  or  it  could  take  another  plan  which  proposes  an 
automatic  adjustment,  use  that  higher  base  that  I  mentioned,  and  then 
provide  that  it  automatically  be  adjusted  as  the  social  security  maxi- 
mum primary  benefit  be  increased  this  year  or  subsequent  years. 

I  should  point  out  that  the  president  of  that  conference  is  Mr.  J ack 
Kennedy,  who  is  the  executive  secretary  of  the  Colorado  Public  Em- 
ployees Retirement  System  and  is  very  much  concerned  as  the  chief 
officer  of  that  conference. 

The  only  other  point  I  would  like  to  make  is  that,  as  the  committee 
tries  to  make  the  decision  of  when  to  make  effective  whatever  social 
security  amendments  are  written  into  the  law  at  this  time,  it  is  our 
position  that  since  many  actions  of  this  kind  applying  to  public  offi- 
cials are  made  effective  immediately  or  almost  immediately,  it  is  our 
hope  that  the  Congress  not  wait  until  the  first  of  April  to  make  the 
social  security  improvements  effective  but  that  they  make  them  effec- 
tive at  least  as  of  January  1  of  1970. 

Mr.  Cormax.  Thank  you  very  much,  sir. 

Mr.  Giddixgs.  That  is  my  statement. 

Mr.  Cormax.  Mr.  Betts? 

Mr.  Betts.  I  think  your  comments  are  very  helpful.  I  just  want  to 
make  an  observation  about  the  effective  date. 

Were  you  here  when  Mr.  Ball  commented  on  that?  He  says  it  is 
physically  impossible  to  put  the  benefits  into  effect  for  2  or  3  months, 
something  like  that. 

Mr.  Giddixgs.  Secretary  Ball? 

Mr.  Betts.  Commissioner  Ball. 

Mr.  Giddixgs.  Yes.  sir. 

Mr.  Betts.  So  if  there  is  any  delay,  you  know  it  isn't  the  fruit  of 
the  committee. 

Mr.  Giddixgs.  I  can  understand  that.  I  would  put  it  this  way.  They 
should  be  put  into  effect  as  soon  as  it  is  mechanically  possible. 

Mr.  Betts.  Yes.  I  think  the  committee  agrees  with  that. 

Mr.  Cormax.  Thank  you  again  very  much,  sir. 

Our  next  witness  is  Mr.  James  F.  Donnelly,  president,  Patients' 
Aid  Society. 

Mr.  Donnelly,  we  are  pleased  to  have  you  testify  before  the  com- 
mittee. We  appreciate  your  patience.  If  you  would  like,  we  could 
insert  your  statement  in  full  at  this  point  in  the  record  and  you  might 
summarize  it.  You  may  proceed  however  you  wish. 
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STATEMENT  OF  JAMES  F.  DONNELLY,  PRESIDENT,  PATIENTS'  AID 

SOCIETY,  INC. 

Mr.  Donnelly.  Thank  you,  Mr.  Chairman. 

I  am  James  F.  Donnelly,  president  of  Patients'  Aid  Society,  Inc.r 
a  nonprofit  membership  corporation  incorporated  in  the  State  of  New 
York,  January  15, 1959. 

As  the  subject  of  this  public  hearing  is  to  seek  ways  of  improving  the 
medicare  and  medicaid  programs,  we  of  the  Patients'  Aid  Society 
would  like  to  suggest  various  medical  administrative  safeguards  to 
protect  the  public  health  and  improve  the  practice  of  medicine. 

However,  before  going  into  our  five-point  plan,  I  would  like  to  say 
that  originally,  under  medicare's  Public  Law  89-97,  there  were  two 
excellent  safeguards  to  improve  the  quality  of  patient  care  and  to  fix 
responsibility  for  medical  diagnosis  and  treatment  before  they  were 
repealed  by  the  passage  of  the  Social  Security  Amendments  of  1967, 
H.E.  5710. 

On  April  4,  1967,  I  submitted  a  statement  for  the  record  to  this 
committee  in  opposition  to  these  two  changes  in  the  medicare  lawr 
but  all  to  no  avail. 

Before  repeal,  the  following  regulations  were  required : 

(1)  A  physician's  certification  of  diagnosis  before  hospital  admis- 
sion. We  felt  that  that  should  have  been  definitely  retained.  Now,  since 
repeal,  it  is  no  longer  necessary  for  a  medicare  beneficiary  to  have 
advance  certification  from  a  physician  as  to  the  patient's  need  for 
admission  to  a  hospital.  However,  initial  certification  is  still  required 
for  admission  to  psychiactric  and  tuberculosis  hospitals. 

(2)  A  physician-receipted  itemized  bill  listing  the  diagnosis  and 
treatment.  We  feel  that  should  have  been  retained  too.  Since  repeal, 
the  physician  is  not  required  to  give  the  patient  a  receipted  itemized 
bill  listing  the  diagnosis  and  treatment.  In  fact,  the  patient  is  paid  by 
the  Government  even  if  the  bill  has  not  actually  been  paid  and  the 
physician  has  not  receipted  the  bill. 

Also,  as  a  result  of  the  passage  of  H.E.  5710,  a  new  part  C  was 
created  to  cover  all  hospital  outpatient  services,  such  as  diagnostic, 
X-ray  and  laboratory  services,  and  was  combined  under  part  B,  elim- 
inating the  need  to  distinguish  between  therapeutic  and  diagnostic. 
This  eliminated  the  safeguard  of  the  medicare  regulation  of  an  out- 
side or  separate  laboratory  as  originally  found  in  part  C  of  medicare 
before  the  enactment  of  H.E.  5710.  We  believe  this  was  very  impor- 
tant and  should  not  have  been  changed. 

I  cite  these  three  regulations  of  medicare  Public  Law  89-97  that 
were  repealed  to  the  detriment  of  patient  care,  in  my  opinion,  so  as  to 
prevent  further  changes  and  to  improve  administrative  efficiency  and 
safeguards  of  the  medicare  program. 

Under  title  XIX  of  the  Social  Security  Act,  the  States  using  Gov- 
ernment money  should  establish  better  methods  and  procedures  for 
audit  and  control  of  a  physician's  patient  care.  In  New  York  State, 
at  least,  such  regulation  in  the  title  XIX  program  is  mandated  by 
law.  One  method  of  auditing  quality  of  medical  care  is  to  look  at  the 
patient's  medical  record  to  arrive  at  judgments  either  on  the  basis  of 
the  validity  of  the  records  themselves  or  using  them  to  make  a  judg- 
ment about  the  medical  care  which  they  describe. 
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The  application  of  scientific  methodology  and  of  computer  tech- 
nology for  gathering  medical  data  must  be  based  on  duly  validated 
data.  Otherwise,  we  have,  as  the  computer  people  say,  "Garbage  in,, 
garbage  out."  It  isn't  just  the  quantity  of  the  data  but  the  quality  of 
the  data  that  builds  the  firm  foundation  based  on  the  unit  of  evalua- 
tion, the  patient's  complete  validated  medical  record. 

Under  present  conditions  an  abstract  or  summary  is  made  from  the 
patient's  medical  record,  a  record  that  has  not  been  duly  validated  as 
to  completeness,  accuracy,  responsible  signature  and  date,  and  yet  this 
abstract  or  summary  is  fed  into  the  computer  from  a  hearsay  record. 
An  abstract  or  summary  cannot  be  the  unit  of  evaluation ;  it  must  be 
the  complete  validated  patient's  medical  record,  if  independent  medical 
researchers  are  to  follow  the  scientific  method  that  is  exact  in  premise,, 
conclusion,  and,  demonstration,  or  repeatability.  When  computers  are 
operated  so  unscientifically,  it  is  no  wonder  that  we  have  a  state  of 
"organized  confusion"  in  today's  practice  of  medicine. 

Ajq.  important  part  of  this  record  is  the  physician's  mainstay — his 
prescription  pad.  Instead  of  merely  scribbling  the  prescription  on  the 
traditional  pad,  the  doctor  should  write  out  the  diagnosis  and  the 
prescription  on  the  pad  over  his  signature.  The  prescription  to  the 
pharmacist  need  not  carry  the  diagnosis,  but  the  doctor's  copy  and  the 
patient's  copy  should  definitely  have  both  the  diagnosis  and  the 
prescription  listed.  This  information  could  then  be  transferred  to 
punchcards  or  tape  that  will  provide  medical  data  to  be  fed  into  the 
computer.  However,  such  privileged  information  should  be  fed  into 
the  computer  only  after  receiving  the  individual  patient's  consent. 

PROPOSED  REMEDY 

The  following  is  our  five-point  plan  to  protect  the  public  health  and 
improve  the  practice  of  medicine : 

(1)  Independent  pathologist  and/or  independent  tissue  committee. 

(2)  Notarized  signature  of  physician  on  patient's  medical  record. 

(3)  Microfilming,  within  24  hours  of  patient's  discharge,  of  the 
patient's  medical  record. 

(4)  Certified  true  copy  for  the  patient. 

( 5 )  Medical  record  center. 

(1)  Independent  pathologist  and/or  independent  tissue  committee : 
To  have  enacted  by  legislative  procedure :  That  all  tissue  or  any  part  of 
the  human  anatomy  removed  by  surgery  should  be  examined  and 
reported  on  by  one  or  more  accredited  pathologists  who  are  inde- 
pendent of  the  surgeon  and  the  hospital.  This  pathologist,  chosen  by 
the  patient,  could  be  either  a  private  or  public  physician,  such  as  the 
local  medical  examiner,  who  could  be  available  during  surgery  for  an 
immediate  tissue  report  or  base  his  report  on  a  study  of  the  tissue  slides 
sent  to  him  by  mail  or  messenger. 

The  pathologist,  who  is  a  licensed  medical  doctor,  is  the  forgotten 
member  of  the  medical  team.  Pathologists,  in  their  laboratories, 
examine  tissue  removed  by  surgery.  When  a  pathologist  in  a  hospital 
reports  that  normal  tissue  has  been  removed,  it  follows  that  the  surgical 
operation  is  considered  to  have  been  unnecessary.  When  these  patholo- 
gists are  permitted  to  function  without  pressure,  coercion,  or  influence 
from  the  surgeon  or  the  hospital,  they  become  truly  the  surgical  police- 
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men  of  the  hospitals.  Permitted  independence,  they  can  prevent  the 
vast  majority  of  unnecessary  surgical  operations. 

Let  me  cite  from  the  J ournal  of  the  American  Medical  Association, 
December  25, 1954,  Eobert  S.  Myers,  M.D.,  and  George  W.  Stephenson, 
M.C.: 

Not  all  surgical  tissues  are  being  diagnosed  honestly.  Some  surgeons  are 
reluctant  to  accept  "normal  tissue"  as  an  accurate  diagnosis.  Some  pathologists 
are  coerced  into  attempting  to  report  some  pathological  process  in  every  specimen. 
Some  physicians  are  unwilling  to  criticize  the  surgery  of  a  colleague.  The  decisions 
of  the  tissue  committee  are  sometimes  not  recorded  properly,  making  it  difficult 
or  impossible  to  evaluate  the  surgery  later. 

The  principle  of  this  most  essential  corrective  point,  concerning 
pathologists,  is  somewhat  like  that  of  an  independent  certified  public 
accountant  being  called  in  to  certify  the  financial  books  of  a  corpora- 
tion. When  the  law  requires  this  certification,  it  also  requires  an  inde- 
pendent certified  public  accountant  for  an  accurate  and  honest  fiscal 
report  so  as  to  avoid  undue  pressure,  coercion,  and  the  conflict  of 
interests  of  an  employee.  In  patients'  care,  we  are  dealing  with  human 
lives.  Should  we  not  therefore  employ  as  wise  a  method  with  human 
lives  as  we  use  in  protecting  our  money  ? 

While  the  majority  of  the  hospitals  in  the  United  States  are  volun- 
tarily required  to  have  a  pathologist  for  accreditation  purposes,  the 
others  can,  if  they  choose,  throw  away  the  patient's  surgically  removed 
tissue,  which  is  very  convenient  when  someone  wants  to  destroy  the 
evidence  of  an  unnecessary  surgical  operation.  A  closer  examination  of 
the  workings  of  the  hospital  pathologist  and  the  tissue  committee  would 
seem  to  indicate  that  protection  for  the  hospital  and  the  doctor  comes 
first.  Otherwise,  why  would  some  authorities  advocate  that  when  the 
individual  patient's  record  of  the  tissue  committee  has  served  its  pur- 
poses that  it  be  destroyed  instead  of  attaching  it  to  the  patient's 
medical  record  ? 

This  tissue-committee  record  states  whether  the  surgery  was  justi- 
fied, unjustified,  questionable,  or  insufficiently  worked  up.  For  advo- 
cating this  procedure  the  following  objection  was  sent  in  and  published 
by  Dr.  Letourneau  in  his  column  on  hospital  management,  February 
1960: 

In  one  of  your  previous  columns  you  advocated  the  destruction  of  tissue- 
committee  records  when  they  were  no  longer  useful  as  working  documents.  I 
regard  this  position  as  outrageously  dishonest.  It  makes  me  cringe  and  wince. 
Why  not  advocate  the  destruction  of  every  medical  record  or  part  thereof  that 
might  be  called  into  court?  Better  yet,  let's  burn  all  the  records.  Then  we  won't 
have  to  decide  whether  to  agree  or  disagree,  and  we  won't  have  either  to  con- 
demn or  condone.  *  *  *  Why  not  kiss  standards  of  behavior  goodbye  at  the 
same  time? 

Mr.  Gorman.  Mr.  Donnelly,  if  I  may  interrupt,  Mr.  Betts  and  I 
are  going  to  have  to  go  to  the  floor  to  vote.  We  will  return  to  conclude 
these  hearings  this  evening. 

May  I  ask  if  Dr.  Harold  Watts  is  here  and  Mr.  J ames  Lightbody  and 
David  Cleary  ? 

Gentlemen,  we  appreciate  your  patience,  and  we  should  be  back 
within  10  or  15  minutes.  We  will  recess  until  we  can  vote  and  return  to 
the  committee. 

(Brief  recess.) 
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Mr.  Corman'.  The  committee  will  resume  its  hearing,  and,  Mr.  Don- 
nelly, you  may  proceed. 

Mr.  Donnelly.  Mr.  Chairman,  on  point  No.  2  we  believe  that  record- 
keeping on  medical  and  surgical  patients  should  be  required  by  law. 
A  doctor's  signature  should  be  notarized  on  the  patient's  record. 

To  have  enacted  by  legislative  procedure : 

(a)  That  all  medical  doctors  should  be  legally  required  to  keep 
accurate  and  complete  patients'  medical  records,  legibly  written  or 
typewritten,  in  accordance  with  standards  of  the  Joint  Commission 
on  Accreditation  of  Hospitals. 

(b)  That  the  patient's  medical  record  should  bear  the  notarized 
signature  of  certification  of  the  accountable  medical  doctor  and/or  the 
hospital  medical  administrator  who  is  responsible  for  the  authenticity, 
accuracy,  and  completeness  of  the  patient's  medical  record. 

One  of  the  biggest  hospital  problems  today  is  the  absence  of  accur- 
ate, complete,  and  signed  medical  records.  The  omission  very  obviously 
opens  the  door  for  all  kinds  of  ghost  surgery,  buckpassing,  unneces- 
sary surgery,  carelessness,  and  mistakes  in  giving  medication  and 
numerous  other  evils.  This  most  grave  situation  will  continue  to  exist 
until  responsibility  can  be  fixed. 

The  simple  procedure  of  having  the  specific  physician  handling  a 
specific  case  and  assume  the  responsibility  for  that  case  will  do  more 
than  can  be  easily  estimated  in  bringing  about  needed  hospital  reforms. 
This  failure  to  keep  accurate  and  complete  medical  records  subjects 
patients  to  great  carelessness,  hidden  injuries,  and  other  abuses  with 
no  possible  chance  of  redress.  Such  signed  and  notarized  medical 
records  would  protect  the  conscientious  physicians  against  malpractice 
suits  and  tighten  discipline  throughout  the  hospital  with  benefit  to  the 
hospitals  and  patients  alike. 

Opposing  any  idea  of  inconvenience  to  the  physicians  for  this  direct 
approach  to  keep  good  medical  records,  we  suggest  that  the  hospital 
medical  secretaries  and/or  the  medical-record  librarians  take  care  of 
all  details,  fill  out  and  check  all  clinical  entries  under  proper  direction 
and  supervision  and  therefore  limit  the  doctor's  part  to  checking  the 
patient's  complete  medical  record  for  accuracy  and  validity  and  affix- 
ing his  own  notarized  signature  of  certification  thereto.  Medical-record 
librarians,  I  am  sure,  will  welcome  this  for  their  biggest  headache  is  to 
get  doctors  to  complete  and  sign  the  patient's  medical  record. 

While  the  Joint  Commission  on  the  Accreditation  of  Hospitals 
recommends  that  "all  clinical  entries  on  medical  records  should  be 
authenticated  and  signed  by  the  physician  and  dated"  (I.C.  2  b  4), 
there  is  no  law  requiring  doctors  to  do  this.  In  some  hospitals,  doctors 
refuse  to  keep  records  or  to  comply  with  JCAH  standards.  And  in 
many  cases  attending  physicans  allow  interns  or  residents  to  sign  their 
names  on  the  records  without  the  signer's  initials  underneath. 

Quoted  reference  to  support  the  foregoing  statement : 

Doctor's  Signature.  Q.  Some  of  our  house  physicians  have  been  signing  the 
attending  physician's  signature  upon  a  medical  record.  Is  it  proper?  A.  Unless 
the  laws  of  your  state  have  changed  drastically,  this  would  be  considered  a 
forgery.  (Re:  Consulting  with  Doctor  Letourneau,  Hospital  Management,  p.  22, 
November  1963. ) 

In  this  way  the  doctor  avoids  responsibility  for  the  patient's  care, 
for  anyone  who  signs  or  initials  a  medical  record  can  be  brought  to 
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court  as  a  witness,  by  subpena.  Until  the  patient's  medical  record  is 
properly  authenticated,  the  court  regards  it  as  unreliable  or  hearsay 
evidence  or  as  a  miscellaneous  collection  of  memoranda  made  by  a 
dozen  different  people,  few  of  whom  are  available  for  cross-examina- 
tion and  most  of  whom  would  confess  to  having  no  personal  recol- 
lection of  the  clinical  entries. 

The  patient's  medical  record  should  be  authenticated  at  the  time  of 
the  patient's  discharge  from  the  hospital.  Sometimes  the  hospital  may 
claim  that  this  is  too  soon  a  period,  but  it  is  surprising  just  how  quickly 
the  patient's  bill  can  be  made  up  and  completed  at  the  time  of  dis- 
charge. In  the  case  of  patients  who  are  confined  to  hospitals  for  long 
durations,  as  in  mental  hospitals,  the  medical  records  could  be  com- 
pleted and  signed  on  a  weekly  or  monthly  basis. 

Under  present  conditions,  the  patient  is  required  to  sign  all  kinds  of 
conditions  of  admission  and  consent  forms  with  a  notarized  signa- 
ture, unless  witnessed,  for  the  protection  of  the  doctors  and  the  hospi- 
tal, it  is  about  time  something  was  signed  and  notarized  for  the  protec- 
tion of  the  patient.  Why,  even  when  you  have  your  automobile  re- 
paired, you  can  get  an  itemized  bill  of  particulars,  properly  signed  and 
authenticated.  Is  it  asking  too  much  for  doctors  and  hospitals  to  be 
equally  responsible  for  the  human  lives  entrusted  to  their  care  ? 

Fixing  responsibility  is  of  the  utmost  importance  in  the  practice  of 
medicine,  credit  for  good  work  and  censure  for  bad.  Harmful  and 
dangerous  drugs  and  their  sometimes  fatal  side  effects  must  be  watched 
very  carefully.  As  F.  Dennette  Adams,  M.  C,  Massachusetts  General 
Hospital,  mentions  in  the  foreword  of  the  book,  Diseases  of  Medical 
Progress,  by  Robert  M.  Moser,  M.C.,  1959 : 

It  is  no  secret  that  certain  drugs,  surgical  procedures,  and  other  forms  of 
therapy  can,  even  when  properly  employed,  create  unaf avorable,  often  harassing, 
and  sometimes  fatal  side  effects.  Unhappily,  it  is  also  true  that  drugs  are  fre- 
quently administered  or  other  procedures  performed,  apparently  without  due 
regard  for  their  disquieting  and  sometimes  dangerous  potentialities. 

(3)  MICROFILMING 

To  have  enacted  by  legislative  procedure : 

(a)  That  the  medical  records  of  all  patients  should  be  promptly 
microfilmed  as  soon  as  possible  after  the  patient's  discharge,  or  photo- 
stated or  copied  by  any  other  method  that  will  prevent  alteration  or 
deletion  or  the  recording  of  additional  material  or  insertion  of  omis- 
sions on  incomplete  medical  records. 

About  17  percent  of  the  hospitals  in  the  United  States  microfilm 
old  medical  records — many  after  the  statute  of  limitations  has  expired 
for  adult  patients.  Our  plan  is  to  have  the  signed  medical  records  im- 
mediately microfilmed  at  the  time  of  the  patient's  discharge  so  that 
they  can't  be  altered,  changed,  falsified,  or  tampered  with  in  any  way. 

An  instance  of  record  falsification  was  cited  in  the  following : 

Binghamton,  New  York — Two  top  radiologists  were  suspended  by  Bingham- 
ton  City  Hospital  on  grounds  that  they  had  falsified  records  on  radiation  given  a 
cancer  patient  who  died  of  radiation  burns,  the  Associated  Press  reported  May 
12.  (Re  :  Modern  Hospital,  June  1959.) 

(4)  Certified  true  copy  of  validated  record  for  the  patient —  doctor's 
affidavit : 

To  have  enacted  by  legislative  procedure:  (A)  That  each  patient 
should  be  given  at  time  of  discharge :  an  affidavit  from  his  doctor  or 
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hospital  stating  that  his  complete  medical  record  has  been  properly 
authenticated,  signed,  notarized,  and  microfilmed,  and  that  a  certified 
true  copy  is  available  upon  request  to  him,  his  next  of  kin,  and/or  his 
duly  authorized  representative,  such  as  his  physician. 

It  is  of  vital  importance  for  the  patient  to  have  a  microfilmed  copy 
of  his  authenticated  medical  record.  Frequently  physicians  are  called 
upon  to  treat  patients  from  distant  parts  of  the  country.  These  patients 
are  often  vague  and  indefinite  about  their  previous  treatments,  know- 
ing little  of  their  medical  treatment,  surgical  operations,  and  often 
failing  to  remember  the  names  of  their  physicians  and  the  hospitals 
involved.  I  may  take  days,  weeks,  or  months  for  the  new  doctor  to  get 
an  abstract  or  a  summary  of  the  medical  record,  which  may  or  may  not 
be  accurate,  complete,  or  legible.  Furthermore,  the  former  physician  or 
hospital  is  not  required  legally  to  send  an  abstract,  summary,  or  any 
part  of  the  medical  record  if  they  choose  not  to  for  any  reason. 

In  this,  as  in  other  situations,  a  microfilm  copy  of  his  own  medical 
record  would  be  of  great  use  to  the  patient.  For  many  years  it  has 
been  practically  impossible  for  a  patient  to  inspect  or  make  copies  of 
his  own  medical  hospital  record.  This  seems  previously  wrong  when 
we  consider  that  it  was  the  patient's  own  body  that  was  treated.  While 
this  is  just  now  meeting  with  some  correction  by  our  courts,  it  is  im- 
portant for  the  patient  or  his  duly  authorized  representative  to  remem- 
ber that  unless  he  gets  a  certified  true  copy  of  his  medical  record  that 
has  been  duly  authenticated,  properly  signed  and  notarized  by  the 
doctor  or  hospital  administrator,  he  has  nothing  but  unreliable  hear- 
say evidence  unacceptable  by  the  courts.  And  if  the  courts  won't  accept 
the  record  as  valid  evidence  or  information,  why  should  the  patient  \ 

(5)  Medical-Record  Center : 

To  have  enacted  by  legislative  procedure:  The  establishment  of  a 
governmental  and/or  a  private  civic  agency  for  permanent  centralized 
filing,  under  a  code  number,  of  all  copies  of  patients*  medical  records, 
but  such  action  to  be  taken  only  with  the  individual  patient's  consent 
or  that  of  his  next  of  kin  or  duly  authorized  representative.  This  cen- 
ter, equipped  with  modern  computers,  could  flash  alerts  about  danger- 
ous drugs  around  the  world,  avoid  duplication  of  effort  in  research, 
accumulate  and  systematize  medical  data  and  statistics  based  on  the 
scientific  study  and  evaluation  of  authentic,  valid,  and  complete  medi- 
cal records. 

TVe  have  long  realized  the  need  for  a  central  agency  for  the  filing  of 
medical  records.  Dr.  Bertram  M.  Bernheim,  M.D.  and  fellow  of 
the  American  College  of  Surgeons  and  associate  professor  of  surgery 
of  John  Hopkins  Medical  School,  states  the  case  well  in  his  book3  A 
Surgeon's  Domain : 

It  is  my  conviction  that  every  major  operation  done  in  every  hospital  in  the 
land  ought  to  be  recorded  on  a  printed  form  in  a  special  civic  agency  the  day  after 
it  occurs,  and  that  the  character  of  the  operation,  anesthetic,  and  operator's  name, 
together  with  the  operator's  status  or  association  with  the  hospital,  should  be 
clearly  set  forth. 

Results  should  follow.  Special  attention  should  be  given  to  accident  and 
emergency  cases,  because  these  are  the  patients  who.  in  the  nature  of  things, 
have  the  least  to  say  about  their  own  handling.  All  records  should  be  carefully 
scrutinized  by  responsible  parties  so  that  men  doing  mediocre  or  poor  work, 
whether  resident  or  not,  could  be  eliminated. 

In  other  words,  society  has  certain  rights,  and  one  of  them  is  to  know  exactly 
what  is  going  on  in  hospitals.  Society  goes  to  considerable  lengths  to  supervise 
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its  banks — even,  indeed,  to  having  the  Federal  Government  insure  funds  deposited 
therein.  Why  shouldn't  it  go  to  similar  lengths  with  regard  to  its  hospitals?  Is 
life  of  less  importance  than  money? 

Sooner  or  later  modern  computers  will  apply  to  all  branches  of 
knowledge,  especially  the  field  of  medicine.  All  branches  of  the  healing 
arts  will  be  evaluated  in  a  scientific  manner  and  judged  by  the  results 
as  applied  to  the  art  or  science  of  the  prevention  and  treatment  of 
disease  and  the  understanding  and  application  of  the  laws  of  health. 
The  trouble  is  that  the  practice  of  medicine  is  not  now  a  science,  in  the 
sense  in  which  mathematics  and  physics  are  sciences.  What  makes  a 
science  is  not  just  the  accumulating  and  systematizing  of  valid  infor- 
mation and  facts  but  the  organization  and  generalization  of  those  facts 
and  the  formulation  and  understanding  of  the  general  laws  which 
govern  them. 

In  the  medical  profession,  it  is  often  said  there  are  three  kinds  of 
doctors : 

( 1 )  The  good  doctor  who  puts  the  welfare  of  his  patients  first. 

(2)  The  experimenter  who  simply  regards  his  patients  as  so  many 
human  "guinea  pigs." 

( 3 )  The  dollar-sign-operator  who  no  longer  hears  the  call  of  the  sick 
but  the  call  of  the  dollar. 

In  order  to  eliminate  the  experimenters  and  the  dollar-sign-operators 
from  the  medical  profession,  establish  a  system  of  checks  and  balances, 
fix  responsibility,  require  better  medical  recordkeeping,  and  establish 
the  unit  of  evaluation  as  the  complete  patient's  validated  medical 
record.  Sometimes  there  is  a  very  simple  answer  to  a  complex  problem, 
and  that  simple  answer  is  the  five-point  plan  of  the  Patient's  Aid 
Society. 

With  the  enforcement  of  this  plan,  we  believe  that  present-day  med- 
ical and  hospital  costs  can  be  reduced  by  at  least  50  percent  and 
possible  and  equal  reduction  in  unnecessary  surgical  operations,  over- 
medication  with  dangerous  drugs,  experimentation,  and  the  use  of 
patients  as  "human  guinea  pigs"  and  other  medical  abuses. 

This  proposed  methodology  of  good  recordkeeping  would  create 
order  out  of  chaos  in  the  practice  of  medicine.  In  fact,  I  think  this  plan 
might  be  put  into  effect  by  simply  redefining  the  methods  and  pro- 
cedures of  accepted  standards  for  keeping  good  records  with  provisions 
for  enforcement.  In  other  words,  to  make  sure  they  do  what  they  are 
supposed  to  do. 

With  this  five-point  plan,  gentlemen,  I  think  we  can  do  a  great  deal 
In  protect  the  public  health  and  improve  the  practice  of  medicine.  # 

Another  thing  I  would  like  to  add  here  is,  you  know,  in  the  practice 
of  law  they  have  what  they  call  a  writ  of  mandamus,  in  other  words,  to 
force  a  public  official  to  do  what  he  is  supposed  to  do.  I  sometimes  think 
there  should  be  a  writ  of  mandamus  for  the  medical  profession  to  make 
that  doctors  keep  complete  and  accurate  medical  records. 

Since  1952  I  have  been  testifying  before  various  committees.  I  spoke 
before  Truman's  Health  Commission  on  August  11,  1952  on  this  five- 
point  plan.  I  spoke  before  a  subcommittee  of  the  Ways  and  Means 
Committee  on  November  8,  1955,  advocating  this  plan.  I  have  spoken 
to  many  other  committees  since  then. 

Do  you  know  what  they  tell  me  ?  This  is  a  wonderful  plan  that  will 
be  used  eventually  but  not  now.  And  off  the  record  they  say  that  the 


2435 


medical  "dollar-sign-operators"  are  making  too  much  money  and  don't 
want  anyone  to  rock  the  boat. 

Yet  I  go  to  these  meetings  and  the  one  thing  that  I  fail  to  hear 
anything  about  is,  what  is  the  unit  of  evaluation  ?  Today  in  operating 
medical  computers,  in  keeping  medical  statistics,  the  doctors  are  in- 
structing medical  record  librarians  and  others  in  making  out  abstracts 
or  summaries  from  the  patient's  medical  record.  They  are  not  feeding 
the  patient's  medical  record  into  the  computer  as  the  unit  of  evalua- 
tion. They  are  feeding  an  abstract  or  summary  of  the  medical  record 
into  the  computer.  And  if  a  physician  or  an  independent  medical  re- 
searcher disagrees  with  the  conclusions  of  some  doctor,  the  only  unit 
of  evaluation  he  has  to  go  it  is  an  abstract  or  summary. 

And  these  medical  researchers  tell  me  that  they  cannot  possibly  work 
from  an  abstract  or  summary.  They  must  see  the  validated  complete 
patient's  medical  record. 

I  often  think  that  there  should  be  a  governmental  commission  ap- 
pointed to  set  medical  administrative  standards  for  the  delivery  of 
medical  care  and  standards  for  good  patient  recordkeeping  for  the 
medical  profession.  We  have  checks  and  balances  for  the  legal  profes- 
sion :  good  recordkeeping.  We  have  checks  and  balances  for  business : 
good  recordkeeping.  Is  it  asking  too  much  to  have  good  recordkeeping 
for  the  medical  profession  ?  In  this  respect,  it  is  surprising  what  the 
medical  profession  is  getting  away  with. 

Gentlemen,  I  don't  know  how  this  can  go  on.  because  if  you  don't 
establish  the  unit  of  evaluation  as  the  patient's  validated  medical  rec- 
ord, there  is  going  to  be  a  far  greater  state  of  organized  confusion.  And 
in  another  year  or  two,  if  better  administrative  safeguards  are  not 
established  to  protect  the  public  health,  when  I  appear  before  this 
committee,  we  will  find  enormously  increased  medical  costs  for  hos- 
pital and  medical  care,  surgical  operations  and  an  ever  increasing  use 
of  drugs  and  chemicals,  without  proper  safeguards,  for  every  con- 
ceivable disease  both  physical  and  mental 

I  understand  that  there  appears  to  be  a  plan  to  get  more  and  more 
people  into  hospitals  to  subject  them  to  a  battery  of  all  kinds  of  tests, 
without  properly  fixing  medical  responsibility,  to  show  the  prospective 
patients  just  how  sick  they  are  when  they  think  and  feel  that  they  are 
well  and  healthy. 

It  is  a  very  alarming  situation,  and  there  is  a  very  simple  answer  in 
the  sense  of  establishing  a  unit  of  evaluation.  That's  the  whole  thing. 
The  whole  answer :  validated  medical  recordkeeping.  _ 

The  Joint  Commission  on  Accreditation  of  Hospitals  recommends 
that :  "all  clinical  entries  on  medical  records  should  be  authenticated 
and  signed  by  the  physician  and  dated."  Now,  this  is  a  wonderful  safe- 
guard, but  it  is  simply  "window  dressing,"  unless  it  is  legally  required 
that  a  notary  public  'makes  sure  that  it  is  the  genuine  signature  of  the 
responsible  physician.  And  do  you  know  the  main  objection  I  get  from 
members  of  the  medical  profession,  aside  from  don't-you-trust-us  in- 
dignation, is  the  question :  Who  is  going  to  be  the  notary  public  ?  I 
don't  care.  Let  another  physician  be  the  notary  public.  Let  the  medical 
record  librarian  be  the  notary  public. 

But  it  seems  to  throw  some  of  them  into  a  panic  when  you  start  to 
talk  about  fixing  responsibility.  They  throw  up  all  kinds  of  smoke 
screens  to  avoid  the  situation.  And  if  we  could  emblazon  in  big  letters 
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here,  "Fix  responsibility,"  gentlemen,  you  could  cut  the  Nation's 
medical  costs  in  half,  yes,  by  well  over  50  percent.  You  could  put  a 
stop  to  so  many  questionable  surgical  operations  that  are  now  being 
performed. 

It  is  not  just  the  money  that  I  am  concerned  about  but  something  far 
more  important:  the  protection  of  the  public  health.  People  of  65 
think  that  they  have  now  reached  the  age  where  they  can  be  sure  of 
good  medical  care,  but  sometimes  instead  they  are  used  for  training 
purposes  or  as  human  guinea  pigs. 

There  was  a  case  in  Brooklyn,  N.Y.,  the  case  of  William  A.  Hyman 
v.  Jewish  Chronic  Disease  Hospital  (New  York  Law  Journal,  July  23, 
1965,  p.  1)  where  William  Hyman  was  on  the  board  of  trustees,  the 
governing  board  of  the  hospital.  Some  doctors  came  from  Sloan- 
Kettering,  and  they  wanted  22  patients  to  experiment  on.  Patients, 
without  any  malignancies,  for  the  purpose  of  injecting  them  with  live 
cancer  cells. 

For  further  study  on  this  case,  I  am  submitting  for  the  record  the 
following  reference  papers  as  exhibits  A,  B,  C : 

Exhibit  A :  "Hospitals — Right  of  Member  of  Board  of  Directors 
To  Inspect  Records,"  New  York  Law  Journal,  July  23, 1965,  p.  1. 

Exhibit  B :  "Do  We  Need  Rules  for  Experiments  on  People?" 
by  John  Lear,  Saturday  Review,  February  5, 1966,  pp.  64-70. 

Exhibit  C :  "Human  Experimentation :  Cancer  Studies  at  Sloan- 
Kettering  Stirs  Public  Debate  on  Medical  Ethics,"  by  Elinor 
Langer.  Publication :  Science,  February  7, 1964,  pp.  551-553. 
William  Hyman,  who  was  on  the  board  of  trustees,  said :  "What  is 
going  on  here  V  He  wanted  to  find  out  just  exactly  what  was  going  on. 
But  the  hospital  administrators  refused  to  show  him  the  medical  rec- 
ords on  these  patients.  Hyman  said :  "I  am  an  attorney  for  the  hos- 
pital. I  am  a  member  of  your  board  of  trustees.  I  am  one  of  the  found- 
ers of  this  hospital.  And  yet,  I  am  told  that  I  cannot  see  the  medical 
records."  They  said :  "No,  they  are  privileged." 

To  decide  this  issue,  Hyman  went  to  the  Supreme  Court.  The  Su- 
preme Court  ruled  that  he  did  indeed  have  the  right  to  see  the  medical 
records.  But  even  with  this  decision,  he  was  not  given  access  to  the 
records. 

He  then  went  on  to  the  appellate  division,  and  the  Appellate  Divi- 
sion of  the  State  of  New  York  ruled  5  to  0  that  he  did  not  have  a  right 
to  see  the  records.  Then  the  case  went  to  the  highest  court  in  the  State 
of  New  York,  and  this  court  of  appeals  ruled  that  he  had  the  right  to 
see  the  medical  records ;  the  decision  was  4  to  3  in  Hyman's  favor. 

We,  of  the  Patient's  Aid  Society,  were  in  on  the  case,  at  the  request  of 
William  Hyman,  just  after  it  passed  the  trial  court.  We  went  in  as 
what  they  call  an  amicus  curiae,  "friend  of  the  court,"  and  we  helped 
in  this  case.  Then,  for  the  first  time,  it  was  legally  decided  that  a  mem- 
ber of  the  board  of  trustees  of  a  hospital  was  permitted  to  go  in  and  to 
find  out  and  to  look  at  the  medical  records  of  the  hospital  on  which  he 
served  as  trustee.  This  was  a  landmark  case. 

As  a  result  of  this  human  experimentation,  two  of  the  physicians, 
one  from  Sloan -Kettering  and  the  other  from  the  Jewish  Chronic 
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Disease  Hospital,  were  found  guilty  of  fraud  and  deceit  in  the  practice 
of  medicine  by  the  board  of  regents,  as  charged,  by  the  unanimous  vote 
of  the  17  members  of  the  medical  grievance  committee.  Whereas  the 
committee  had  recommended  suspension  of  the  two  doctors'  licenses  for 
1  year,  however,  the  regents  had  voted  to  treat  the  accused  in  the 
manner  of  first  offenders  and  to  stay  execution  of  the  license  suspen- 
sion, meanwhile  placing  the  two  physicians  on  probation  for  1  year. 

Now  what  has  happened  ?  Prior  to  this  landmark  case,  the  members 
of  a  hospital  board  of  trustees  were  almost  always  made  up  of  laymen. 
Now  organized  medicine,  the  A  MA,  passed  a  resolution  a  few  years 
ago  wherein  it  stated  that  doctors  should  get  on  the  boards  of  trustees 
of  hospitals.  In  other  words,  a  place  where  a  doctor  may  have  a  great 
influence. 

At  one  time,  these  trustees  were  mostly  laymen  and  they  were  con- 
sidered more  or  less  as  a  fundraising  body  without  any  real  power  of 
individual  members  to  look  at  the  medical  records.  Now,  however,  since 
this  case,  a  trustee  has  the  right  to  look  at  and  examine  the  medical 
records. 

The  whole  solution  to  this  medical  problem,  as  I  see  it,  is  the  estab- 
lishment of  a  better  administrative  system  for  fixing  responsibility  by 
keeping  good  medical  records. 

I  attend  a  lot  of  computer  meetings  in  various  disciplines  outside 
of  the  medical  profession  and  the  most  important  first  step  is  to  estab- 
lish the  accepted  unit  of  evaluation.  Yet  in  the  medical  computer  field, 
when  you  ask  a  doctor  just  what  is  the  unit  of  evaluation,  you  get  the 
answer  that  it  is  an  abstract  or  summary  of  the  patient's  medical  rec- 
ord. I  am  told  by  physicians  and  other  doctors  in  independent  medical 
research  that  an  abstract  or  summary  is  not  acceptable  for  sound 
scientific  research.  I  understand  these  scientific  researchers  must  work 
from  complete  factual  medical  data  to  be  found  only  in  the  validated 
medical  records  of  patients,  otherwise  it's  simply  organized  confusion. 
Pick  up  the  medical  profession's  own  regulations  from  the  J oint  Com- 
mission on  Accreditation  of  Hospitals,  an  accrediting  body  made  up  of 
the  AMA  and  the  xAmeriean  College  of  Surgeons,  that  the  patients' 
medical  records  are  to  be  completed,  authenticated,  signed  by  the  re- 
sponsible physician  and  dated — with  our  additional  safeguard  of  im- 
mediate microfilming — within  24  hours.  In  other  words,  just  make  sure 
by  mandate  that  they  do  what  they  are  supposed  to  do  on  a  voluntary 
basis.  Surprising  results  should  follow  that  will  certainly  protect  the 
public  health  and  improve  the  practice  of  medicine.  And,  gentlemen,, 
you  can  solve  this  problem  and  you  can  save  millions  of  lives  from 
medical  and  surgical  abuses  and  probably  death.  Aside  from  war,  it 
is  the  most  important  problem  facing  our  Nation  today. 

Mr.  Corman.  Thank  you  very  much,  Mr.  Donnelly.  You  have 
brought  some  interesting  material,  and  something  that  I  had  not  heard 
before. 

Mr.  Conable? 

Mr.  Conable.  No  questions. 

Mr.  Corman.  Thank  you  very  much. 

Mr.  Donnelly.  Thank  you. 

(The  following  exhibits  were  received  by  the  committee:) 
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[From  the  New  York  Law  Journal,  July  23,  1965] 

Court  of  Appeals,  State  of  New  York 

Hospitals — Right  of  Member  of  Board  of  Directors  to  Inspect  Records 

(A  member  of  the  board  of  directors  of  a  hospital  is  entitled  to  inspect  records 
of  the  hospital  relating  to  patients  for  the  purpose  of  investigating  charges 
of  illegal  and  improper  experimentation  on  patients) 

In  the  Matter  of  William  A.  Hyman,  appellant,  v.  Jewish  Chronic 
Disease  Hospital,  respondent 

Decided  March  18,  1965 

Before  Desmond,  Ch.J. ;  Dye,  Fuld,  Van  Voorhis,  Burke,  Scileppi  and 

Bergan,  J  J. 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Supreme  Court  in  the 
Second  Judicial  Department,  entered  July  7,  1964,  which  (1)  reversed,  on  the  law 
and  the  facts,  in  so  far  as  appealed  from,  an  order  of  the  Supreme  Court  at  Special 
Term  (John  E.  Cone,  J. ;  opinion  42  Misc.  2d  427),  entered  in  Kings  County,  grant- 
ing a  motion  by  petitioner  for  the  inspection  of  certain  books,  records  and  patients' 
charts  of  respondent,  Jewish  Chronic  Disease  Hospital,  and  (2)  denied  the  motion 
in  so  far  as  petitioner  seeks  the  disclosure  of  (a)  charts  and  records  of  patients 
who  had  been  subjected  to  the  experimental  injection  of  live  cancer  cells,  (b)  the 
death  certificates  of  any  such  injected  patients  who  later  died,  and  (c)  the  path- 
ological studies,  slides  and  laboratory  data  relating  to  all  of  said  injected  patients. 

William  A.  Hyman,  in  person,  and  Edward  J.  Ennis  and  James  M.  O'Brien  for 
William  A.  Hyman.  appellant. 

Morris  Ploscowe  and  Harvey  I.  Sladkus  for  respondent. 

Helen  M.  Clark  for  the  Patients'  Aid  Society,  Inc.,  amicus  curiae. 

Emanuel  Hayt  for  Hospital  Association  of  New  York  State,  amicus  curiae. 

Desmond,  Ch.J. — Special  Term  was  correct  in  its  holding  that  petitioner,  being 
a  director  of  a  hospital  corporation,  is  entitled  as  matter  of  law  to  an  inspection 
of  the  records  of  the  hospital  to  investigate  into  the  facts  as  to  alleged  illegal  and 
improper  experimentation  on  patients  (Matter  of  Cohen  v.  Cocoline  Prods.,  309 
N.Y.  119  ;  Matter  of  Martin  v.  Martin  Foundation,  32  Misc.  2d  873). 

It  is  argued  that  the  data  as  to  such  experiments  on  patients  is  privileged 
(CPLR  4504[a])  and  that  the  patients  have  not  waived  the  privilege.  Any  such 
confidentiality  could  be  amply  protected  by  inserting  in  the  court's  order  a  direc- 
tion that  the  names  of  the  particular  patients  be  kept  confidential.  Actually,  the 
supposed  strict  secrecy  does  not  really  exist  as  to  qualified  persons,  since  these 
records  have  been  seen,  read  and  copied  by  numerous  staff  members  and  employees 
of  the  hospital  and  of  the  co-operating  institution. 

We  are  told  that,  since  this  petitioner  director  would  not  be  personally  liable 
for  the  wrongdoing  of  the  hospital,  he  does  not  need  such  an  inspection.  However, 
the  possibility  of  liability  of  the  corporation  of  which  he  is  a  director  entitles  him 
to  learn  the  truth  about  the  situation  on  which  such  alleged  liability  may  be  predi- 
cated. Again,  it  is  said  that  a  director  should  not  be  allowed  to  act  on  behalf  of  the 
patients  without  their  authority.  We  do  not  understand  the  petitioner  to  claim 
any  such  right  of  representation.  He  is  carrying  out  his  own  duties  as  a 
director — to  direct  the  affairs  of  the  corporation. 

It  is  argued,  again,  that  an  inspection  is  unnecessary,  since  newly  enacted  rules 
of  the  hospital  now  require  that  written  and  informed  consents  of  the  patients 
be  obtained  before  experiment.  This  fact,  however,  cannot  be  an  obstacle  to  this 
director's  effort  to  learn  the  full  truth  as  to  what  has  been  done  in  the  past. 

No  one  seriously  questions  the  right  and  obligation  of  a  membership  corpora- 
tion director  to  keep  himself  informed  as  to  the  corporation's  policies  and  activi- 
ties so  that  he  may  do  his  duties  and  carry  his  responsibilities.  Any  necessary 
safeguards  and  protections  can,  in  the  discretion  of  the  Special  Term,  be  provided 
by  its  order,  including  appropriate  arrangements  for  concealing  the  names  of  in- 
dividual patients  if  that  appears  to  be  necessary  or  proper. 

The  order  appealed  from  should  be  reversed,  without  costs,  and  the  matter  re- 
mitted to  Special  Term  for  further  proceedings  not  inconsistent  with  this  opinion. 

Scileppi,  J.  (dissenting) — I  would  affirm  especially  on  the  unique  facts  of  this 
case:  (1)  The  State  Department  of  Education  is  inquiring  into  the  matter;  (2) 
the  Kings  County  District  Attorney  has  been  alerted  to  the  situation ;  (3)  the  pe- 
titioner already  knows  the  facts  underlying  his  contention  that  the  injections  were 
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given  without  the  informed  consent  of  the  subject  patients;  (4)  the  informed 
consent  of  the  patients  is  now  required;  and  (5)  all  administrative  and  financial 
records  have  been  ordered  turned  over  to  the  petitioner.  Since  petitioner  is  already 
in  possession  of  the  facts  as  to  the  manner  in  which  the  experiments  were  con- 
ducted, no  further  need  for  the  inspection  exists. 

Dye,  Fuld  and  Burke,  J  J.,  concur  with  Desmond,  Ch.J.;  Scileppi,  J.,  dissents 
in  an  opinion  in  which  Van  YoorJiis  and  Bergan,  J  J.,  concur. 

Order  reversed,  &c. 


[From  Science  Research.  Feb.  5,  1966] 
Research  in  America — Do  We  Need  New  Rules  for  Experiments  on  People? 
(By  John  Lear,  Science  Editor) 

One  of  the  boldest  research  proposals  in  the  history  of  science  was  made  in  a 
neglected  lecture  last  May  by  Dr.  Jose  M.  R.  Delgado,  associate  professor  of 
physiology  at  Yale  University  School  of  Medicine.  Speaking  at  the  American 
Museum  of  Natural  History  in  New  York  City  on  "Evolution  of  Physical  Control 
of  the  Brain,"  Professor  Delgado  declared  : 

"In  my  opinion,  it  is  necessary  to  shift  the  center  of  scientific  research  from 
the  study  and  control  of  natural  elements  to  the  analysis  and  patterning  of  mental 
activities.  There  is  a  sense  of  urgency  in  this  redirection  because  the  most  im- 
portant problem  of  our  present  age  is  the  reorganization  of  man's  social  relations. 
While  the  mind  of  future  generations  will  be  formed  by  pedagogic,  cultural,  politi- 
cal, and  philosophical  factors,  it  is  also  true  that  education  is  based  on  the  trans- 
mission of  behavioral,  emotional,  and  intellectual  patterns  related  to  still  un- 
known neuro-physiological  mechanisms.  Investigators  will  not  be  able  to  prevent 
the  clash  of  conflicting  desires  or  ideologies,  but  they  can  discover  the  neuronal 
[nerve  cell]  mechanisms  of  anger,  hate,  aggressiveness,  or  territoriality,  provid- 
ing clues  for  the  direction  of  emotions  and  for  the  education  of  more  sociable  and 
less  cruel  human  beings.  The  precarious  race  between  intelligent  brains  and  un- 
chained atoms  must  be  won  if  the  human  race  is  going  to  survive,  and  learning 
the  biological  mechanisms  of  social  relations  will  favor  the  cerebral  victory." 

How  would  this  revolution  in  human  behavior  be  brought  about  ? 

By  making  use  of  the  fact  that  the  brain  is  an  electric  organ. 

And  how  can  the  organ  be  played  upon? 

By  placing  electrodes  at  specific  control  points  within  it  and,  through  these 
mechanical  intermediaries,  introducing  electric  current  either  directly  by  means 
of  wires  or  by  remote  radio  command. 

This  is  not  the  whole  story  of  what  happens,  any  more  that  it  is  accurate  to 
say  that  the  finger  that  pushes  the  launching  button  for  a  rocket  flight  is  respon- 
sible for  putting  an  earth  satellite  into  orbit.  The  rocket  button  simply  closes 
a  switch  that  sets  off  a  long  sequence  of  electronic,  mechanical,  and  chemical 
events  previously  designed  and  arranged  to  lift  the  satellite  into  a  position 
mathematically  calculated  in  advance ;  electric  stimulation  of  the  brain  likewise 
triggers  a  chain  of  biochemical,  enzymatic,  thermal,  and  electrical  processes  that 
are  built  into  the  brain. 

Having  put  the  rocket  together  himself,  man  knows  each  successive  event  in 
the  satellite  launching  sequence.  Having  inherited  his  brain  complete  and  in 
place,  man  must  explore  within  his  own  head  the  pathways,  excitements,  and 
inhibitions  that  relate  the  cells  and  synapses  of  his  nervous  system  to  the  muscles 
of  his  body  and  to  the  more  evanescent  moving  forces  of  his  psyche.  The  hunt  has 
only  just  begun,  but  Professor  Delgado's  own  researches  have  led  him  to  think 
that  behavior  may  be  organized  like  a  symphony,  with  the  brain  drawing  ana- 
tomical and  functional  fragments  together  into  harmonious  patterns. 

"Until  one  or  two  decades  ago,"  the  professor  reminded  in  his  lecture,  "the 
brain  was  treated  as  a  'black  box'  which  could  be  reached  only  through  the 
senses.  Psychological  investigations  analyzed  correlations  between  sensory  input 
and  behavioral  output,  but  it  was  not  possible  to  explore  the  processes  lying  in 
between  which  were  hidden  in  the  mystery  of  brain  physiology."  He  continued : 

"During  the  last  decade  we  have  reached  an  historical  turning  point  because 
of  the  development  of  methods  which  permit  the  coordination  and  synthesis 
of  physical,  physiological,  pharmacological,  and  psychological  research.  .  .  . 
Learning,  emotions,  drives,  memory,  consciousness,  and  other  phenomena  which 
-in  the  past  belonged  only  in  the  realm  of  philosophy  are  now  the  subjects  of 
neuro-physiological  experimentation.  .  .  . 
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"I  am  not  so  naive  as  to  think  that  cerebral  research  holds  all  the  answers 
to  mankind's  present  problems,  but  I  do  believe  that  an  understanding  of  the 
biological  bases  of  social  and  antisocial  behavior  and  of  mental  activities,  which 
for  the  first  time  in  history  can  now  be  explored  in  the  conscious  brain,  may 
be  of  decisive  importance  in  the  search  for  intelligent  solutions  to  some  of  our 
present  anxieties,  frustrations,  and  conflicts.  Also,  it  is  essential  to  introduce 
a  balance  into  the  future  development  of  the  human  mind,  and  I  think  that  we 
now  have  the  means  to  investigate  and  to  influence  our  own  intellect." 

Professor  Delgado  then  cataloged  a  startling  array  of  psychological  and  be- 
havioral reactions  that  have  already  been  produced  electrically,  at  will,  in  animals 
and  humans. 

Item  :  Different  species  of  animals — including  cat,  dog,  and  monkey — have 
been  induced  to  "move  the  legs,  raise  or  lower  the  body,  open  or  close  the  mouth, 
walk  or  lie  still,  and  perform  a  variety  of  responses  with  predictable  reli- 
ability, as  if  they  were  electronic  toys  under  human  control." 

Item  :  The  diameters  of  the  pupils  of  the  eyes  of  monkeys  have  been  "con- 
trolled precisely  like  the  diaphragm  of  a  camera." 

Item  :  Cats  have  been  caused  to  respond  "as  if  threatened  by  a  dog,  with 
dilation  of  the  pupils,  flattening  of  the  ears,  piloerection  [hair  standing  on  end], 
growling,  and  well-directed  blows  with  unsheathed  claws." 

Item:  A  small  male  cat  that  enjoyed  friendly  relations  with  a  larger  male 
would  lie  close  to  his  friend  and  purr  happily  until  electrical  stimulation  was 
applied  to  a  particular  point  in  the  small  cat's  brain.  At  the  moment  of  applica- 
tion, the  small  cat  "started  growling,  unsheathed  its  claws,  and  launched  a  fierce 
attack  against  the  larger  animal,  which  flattened  its  ears,  withdrew  a  few  steps, 
and  retaliated  with  powerful  blows.  The  fight  continued  as  long  as  the  stimula- 
tion was  applied.  The  effect  could  be  repeated,  and  the  stimulated  cat  always 
took  the  initiative  in  spite  of  the  fact  that  it  was  smaller  and  was  always 
overpowered  in  the  battle.  After  several  stimulations,  a  state  of  mistrust  was 
created  between  the  two  animals,  and  they  watched  each  other  with  hostility." 

Item  :  Similar  experiments  were  repeated  in  a  colony  of  six  cats.  When  one 
of  the  six  was  stimulated  by  radio,  "it  started  prowling  around  looking  for 
fights  with  the  other  subordinate  animals,  but  avoiding  the  one  of  them  which 
was  the  most  powerful  of  the  group.  It  was  evident  that  brain  stimulation  had 
created  a  state  of  increased  aggressiveness,  but  it  was  also  clear  that  the  cat 
directed  its  hostility  intelligently,  choosing  the  enemy  and  the  moment  of  attack, 
changing  tactics  and  adapting  its  motions  to  the  motor  reaction  of  the  attacked 
animal." 

Item  :  When  another  affectionate  cat,  which  usually  sought  petting  and  purred 
while  being  held  in  the  experimenter's  arms,  was  stimulated  by  radio,  "it  with- 
drew to  a  corner  of  the  cage  and  sat  there  motionless,  uttering  barely  audible 
growls  from  time  to  time.  If  any  other  cat  approached,  the  stimulated  animal 
started  hissing  and  threatening,  and,  if  the  experimenter  tried  to  pet  him,  the 
growls  increased  in  intensity  and  the  animal  often  spat  and  hissed.  This  hostile 
attitude  disappeared  as  soon  as  the  stimulation  was  over,  and  the  cat  became 
as  friendly  as  before." 

Item  :  Monkeys  are  known  to  form  autocratic  societies,  in  which  one  animal 
establishes  himself  as  boss  of  the  group.  Electrical  stimulation  of  one  point  in  a 
boss  monkey's  brain  heightened  his  aggressive  behavior.  Stimulation  of  another 
point  inhibited  the  boss  to  such  a  degree  that  the  subordinate  monkeys  crowded 
him  without  fear. 

Item  :  When  control  of  the  radio  commanding  a  boss  monkey's  brain  was  put 
into  a  lever  that  could  be  operated  by  monkeys  subordinate  to  him,  they  quickly 
saw  their  opportunity,  seized  it,  and  had  a  delightful  time  stopping  the  boss  in 
his  tracks  whenever  he  moved  to  threaten  them.  But  they  were  careful  not  to 
attack  him. 

Item  :  A  bull  bred  for  the  fighting  ring  was  stopped  in  the  midst  of  an  in- 
furiated charge  by  a  radioed  message  to  his  brain. 

Item  :  Monkeys  have  been  sexually  aroused  by  radio  command ;  one  pair  so 
stimulated  was  provoked  to  copulate  eighty-one  times  in  ninety  minutes. 

Item  :  Retiring  young  women,  upon  being  electrically  stimulated  by  radio  at 
certain  brain  sites,  have  held  the  hands  of  their  doctors,  initiated  flirtatious  con- 
versation, and  even  hinted  at  marriage. 

Item  :  Rats,  by  pressing  a  treadle,  have  expressed  preference  for  stimula- 
tion of  cerebral  pleasure  centers  in  opposition  to  satisfaction  of  hunger,  thirst, 
and  sex  drives.  People  stimulated  electrically  at  comparable  points  in  their 
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brains  have  openly  declared  their  enjoyment  of  "pleasant  tingling  sensations  of 
the  body,"  and  their  moods  have  changed  from  sobriety  to  giggling  and  laughter. 

Item  :  An  11-year-old  boy,  who  was  normally  very  quiet  and  spoke  only  four 
to  seventeen  words  every  two  minutes,  became  animated  when  his  brain  was 
stimulated;  he  then  talked  at  an  average  rate  of  eighty-eight  words  in  a  two- 
minute  interval.  The  stimulation  was  repeated  seven  times.  Each  time  the  boy 
"appeared  to  be  especially  optimistic,  emphasizing  the  pleasant  side  of  sensory 
perceptions  and  the  happy  aspects  of  his  memories  and  ideas."  His  expression 
"was  spontaneous  in  character,  his  usual  personal  style  and  phraseology  were 
preserved." 

Item:  In  other  experiments,  brain  stimulation  has  "blocked  the  thinking 
process,  inhibited  speech  and  movement,"  and  induced  "anxiety,  feelings  of  lone- 
liness, distortion  of  sensory  perception,  recollection  of  the  past,  hallucinations, 
and  other  psychic  manifestations." 

All  the  recited  effects,  Professor  Delgado  emphasized,  have  been  achieved  by 
electrical  triggering  "of  pre-existing  mechanisms  which  could  not,  for  example, 
teach  a  person  to  speak  Spanish  although  it  could  arouse  memories  expressed 
in  Spanish  if  they  were  already  stored  in  the  brain." 

Near  the  end  of  his  lecture,  the  Yale  research  physiologist  paused  to  reflect 
on  what  he  had  reported.  He  concluded  with  a  question  : 

"Would  it  be  feasible  to  control  the  behavior  of  a  population  by  electrical 
stimulation  of  the  brain?" 

His  answer : 

"From  the  times  of  slavery  and  galleys  up  to  the  present  forced-labor  camps, 
man  has  certainly  tried  to  control  the  behavior  of  other  human  beings.  In  civi- 
lized life,  the  intervention  of  governments  in  our  private  biology  has  become  so 
deeply  rooted  that  in  general  we  are  not  aware  of  it.  Many  countries,  including 
the  United  States,  do  not  allow  a  bride  and  groom  to  marry  until  blood  has  been 
drawn  from  their  veins  to  prove  the  absence  of  syphilis.  To  cross  international 
borders,  it  is  necessary  to  certify  that  a  scarification  has  been  made  on  the  skin 
and  inoculated  with  smallpox.  In  many  cities,  the  drinking  water  contains  fluoride 
to  strengthen  our  teeth,  and  table  salt  is  fortified  with  iodine  to  prevent  thyroid 
mi sf  unction.  These  intrusions  into  our  private  blood,  teeth,  and  glands  are  ac- 
cepted, practiced,  and  enforced.  Naturally,  they  have  been  legally  introduced,  are 
useful  for  the  prevention  of  illness,  and  do  generally  benefit  society  and  indi- 
viduals, but  they  have  established  a  precedent  of  official  manipulation  of  our 
personal  biology,  introducing  the  possibility  that  governments  could  try  to  con- 
trol general  behavior  or  to  increase  the  happiness  of  citizens  by  electrically  influ- 
encing their  brains. 

"Fortunately,  this  prospect  is  remote,  if  not  impossible.  .  .  .  Theoretically  it 
would  be  possible  to  regulate  agressiveness,  productivity,  or  sleep  by  means  of 
electrodes  implanted  in  the  brain,  but  this  technique  requires  specialized  knowl- 
edge, refined  skills,  and  a  detailed  and  complex  exploration  in  each  individual, 
because  of  the  existence  of  anatomical  and  physiological  variability.  The  feasi- 
bility of  mass  control  of  behavior  by  brain  stimulation  is  therefore  very  unlikely, 
and  the  application  of  intracerebral  electrodes  in  man  will  probably  remain 
highly  individualized  and  restricted  to  medical  practice." 

In  the  practice  of  medicine,  however,  there  is  every  likelihood  that  experimental 
manipulation  of  mental  functions  of  patients  by  doctors  will  increase.  To  continue 
quoting  from  the  Delgado  lecture : 

"Clinical  usefulness  of  electrode  implantation  in  epilepsy  and  involuntary 
movements  has  already  been  proved,  and  its  therapeutical  extension  to  behavioral 
disorders,  anxiety,  depression,  and  other  illness  is  at  present  being  explored.  .  .  . 
If  we  discover  the  cerebral  basis  of  anxiety,  pleasure,  aggression,  and  other 
mental  functions,  we  shall  be  in  a  much  better  position  to  influence  their  develop- 
ment and  manifestations  through  electrical  stimulation,  drugs,  surgery,  and  espe- 
cially by  means  of  more  scientifically  programmed  education.  .  .  .  Scientific 
discoveries  and  technology  cannot  be  shelved  because  of  real  or  imaginary 
dangers,  and  it  may  certainly  be  predicted  that  the  evolution  of  physical  control 
of  the  brain  and  the  acquisition  of  knowledge  derived  from  it  will  continue  at  an 
accelerated  pace.  ..." 

Professor  Delgado  ended  his  remarks  with  an  expression  of  hope  that  the  new 
dimensions  of  medical  practice  would  point  "toward  the  development  of  a  more 
intelligent  and  peaceful  mind  of  the  species  without  loss  of  individual  identity." 
He  conceded  that  the  quest  would  be  surrounded  by  "tremendous"  ethical  and 
moral  problems.  But  he  did  not  touch  upon  the  question  of  how  these  problems 
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might  'be  solved,  except,  in  one  reference  to  "obvious"  social  inhibitions,  to  sug- 
gest reliance  on  ethical  restraints  now  exercised  by  the  medical  profession. 

Neither  the  inspiring  nor  the  frightening  implications  of  Professor  Delgado's 
words  attracted  public  attention  at  the  time  he  spoke  them.  But  eight  months 
later,  a  far  less  exciting  review  of  brain  research  produced  a  rash  of  newspaper 
headlines.  The  date  was  the  last  week  of  December  1965,  the  place  was  Berkeley, 
California,  and  the  occasion  was  the  annual  meeting  of  the  American  Association, 
for  the  Advancement  of  Science. 

During  two  days  of  that  week  there  was  a  symposium  concerned  with  what 
its  chairman,  University  of  California  psychology  professor  David  Krech,  called 
the  ''brave  new  science  of  the  mind."  A  motion  picture  of  some  of  the  Yale  work 
in  electrically  controlled  behavior  was  shown,  and  reports  were  heard  of  experi- 
ments with  two  protein-building  chemicals.  One  of  these  chemicals  appeared  to 
improve  the  memories  of  rats  while  the  other  seemed  to  erase  the  memories  of 
goldfish.  There  was  also  a  description  of  a  third  experiment,  the  results  of  which 
were  interpreted  to  mean  that  actual  learning  could  be  transferred  from  one  rat 
to  another  by  chemical  injection.  Reviewing  all  this.  Dr.  Krech  warned : 

"For  the  first  time  in  modern  scientific  history  there  now  flourishes  a  sophisti- 
cated, multi-disciplinary,  serious,  and,  I  may  add,  'well-heeled'  scientific  inquiry 
into  mind-memory,  learning,  problem-solving,  thinking.  For  the  first  time  bio- 
chemists, chemists,  pharmacologists,  geneticists,  anatomists,  and  psychologists 
have  been  banding  together  in  an  attempt  to  understand  the  operations  of  the 
brain,  And  all  of  this  has  happened  with  unprecedented  speed. 

"Perhaps  even  in  some  of  today's  papers  are  the  beginnings  of  genuine  break- 
throughs into  the  understanding  of  the  mind.  If  not  today,  then  tomorrow — or- 
the  day  thereafter.  I  need  not  spell  out  for  you  what  such  understanding  of  the 
mind  may  mean  in  terms  of  the  control  of  the  mind. 

"I  don't  believe  that  I  am  being  melodramatic  in  suggesting  that  what  our  re- 
search may  discover  may  carry  with  it  even  more  serious  implications  than  the 
awful  (in  both  senses  of  the  word)  achievements  of  the  atomic  physicists.  Let 
us  not  find  ourselves  in  their  position  of  being  caught  foolishly  surprised,  naively 
perplexed,  and  touchingly  full  of  publicly  displayed  guilt  at  what  they  have 
wrought." 

Dr.  Krech  was  plainly  addressing  himself  to  the  lay  public.  Since  his  immediate 
audience  was  a  scientific  assemblage,  however,  he  was  first  of  all  challenging  the 
immediately  concerned  biological  researchers  to  think  now  of  future  social  con- 
sequences of  manipulated  memory.  Those  consequences  are  at  this  stage  almost 
incalculable.  To  develop  abilities  of  any  other  than  the  most  brute  physical 
kinds,  the  human  animal  must  accumulate  a  store  of  learning.  Therefore,  forti- 
fication of  memory  theoretically  could  create  genius,  and  erasure  of  memory  could" 
reduce  the  competent  to  idiocy.  Although  the  finest  minds  now  delving  into  these 
possibilities  are  interested  only  in  discovering  the  unknown  and  not  in  building, 
political  empires,  Dr.  Krech  was  reminding  them  that  the  great  minds  fascinated 
by  the  interior  of  the  atom  in  the  early  years  of  this  century  were  also  "just 
looking"  and  not  in  any  sense  eager  to  exploit  violent  explosives;  yet  nuclear 
bombs  came  out  of  their  peaceable  nuclear  studies,  and  these  bombs  now  dominate 
patterns  of  living  all  over  the  planet. 

How  uneven  had  been  the  consideration  given  to  the  protection  of  individual 
identity  during  the  course  of  exploring  the  psyche  became  apparent  at  a  much 
lower  level  of  research  in  New  York  City  in  the  next  month  of  January  1966. 
Parents  of  ninth-grade  children  in  selected  public  schools  there  were  advised" 
by  form  letter  that  the  children  would  be  subjected  to  a  psychological  test  de- 
signed to  identify  neurotics  who  might  become  "dropouts."  This  test  digs  sharp- 
ly into  the  sex  life  of  the  child  and  the  family.  A  registered  nurse  who  was  fa- 
miliar with  the  test  and  was  worried  about  the  possible  effects  it  might  have 
on  her  child  raised  questions  about  the  school's  failure  to  seek  parental  permis- 
sion prior  to  the  proposed  invasion  of  privacy,  especially  since  the  children  were 
required  to  sign  their  names  to  the  test  responses.  The  nurse  was  told  (see  her 
letter,  reproduced  on  this  and  the  next  page)  by  an  assistant  principal  that 
parents  "simply  have  to  trust  the  judgment  of  the  educators,"  which,  the  nurse 
said,  "I  can't  honestly  say  I  want  to  do." 

About  the  same  time  that  this  psychological  test  was  given,  in  January  1966, 
process  servers  went  out  from  the  offices  of  the  Education  Bureau  of  the  State  of 
New  York  at  261  Broadway  and  placed  an  official  order  of  the  New  York  State 
Department  of  Education  in  the  hands  of  two  physicians  who  had  been  charged 
with  "fraud  and  deceit  in  the  practice  of  medicine."  The  research  project  im 
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which  these  two  doctors  had  engaged  raised  broader  questions  as  to  the  ade- 
quacy of  existing  rules  governing  medical  experiments  on  humans.  For  thedr 
project  lay  well  within  the  realm  of  traditional  medicine  (as  opposed  to  the  new 
dimensions  being  opened  through  the  brain)  and  might  have  been  supposed  to  be 
hedged  about  with  clearly  delineated  safeguards  for  the  patients.  The  project 
had  to  do  with  cancer. 

The  orders  delivered  by  the  process  servers  were  signed  by  New  York  State 
Education  Commissioner  James  E.  Allen,  Jr.,  and  advised  the  two  accused  physi- 
cians— Dr.  Chester  M.  Southam  and  Dr.  Emanuel  Mandel — that  the  Board  of 
Regents  had  found  them  guilty  as  charged  by  the  Medical  Committee  on  Griev- 
ances. Whereas  the  committee  had  recommended  suspension  of  the  two  doctors' 
licenses  for  one  year,  however,  the  regents  had  voted  to  treat  the  accused  in  the 
manner  of  first  offenders  and  to  stay  execution  of  the  license  suspensions,  mean- 
while placing  the  two  physicians  on  probation  for  one  year  ''upon  the  following 
terms  and  conditions :" 

1.  That  the  respondent  shall  conduct  himself  in  all  ways  in  a  manner  be- 
fitting his  professional  status  and  shall  conform  fully  to  the  moral  and  pro- 
fessional standards  of  conduct  imposed  by  law  and  by  his  profession ; 

2.  That  so  long  as  there  is  no  indication  of  any  further  misconduct,  the 
respondent  may  continue  to  practice  as  a  physician,  but  the  department,  upon 
receipt  of  satisfactory  evidence  of  any  such  further  misconduct,  may  forth- 
with terminate  the  stay  of  execution  and  order  that  the  stay  be  vacated 
and  the  medical  license  of  the  respondent  be  suspended  for  a  period  of  one 
year  from  the  date  of  said  order  ; 

3.  That  any  such  action  by  the  department  vacating  the  stay  of  the  sus- 
pension shall  in  no  way  bar  further  disciplinary  action  based  upon  addi- 
tional misconduct : 

4.  That  the  respondent  shall  notify  the  department  of  any  change  of  address 
or  employment : 

5.  That  upon  full  compliance  with  these  conditions  for  a  period  of  one  year 
the  respondent  may  apply  to  the  department  for  discharge  from  probation. 

The  terms  and  conditions  sound  definite  and  positive.  But  are  they  so  in  prac- 
tice? What  is  the  "manner  befitting  ...  [a  physician's]  professional  status"? 
Who  sets  "the  moral  and  professional  standards  of  conduct"?  How  speaks  the 
law? 

The  questions  are  inherently  confusing  because  one  of  the  two  men  whose 
medical  peers  have  found  guilty  of  fraudulent  and  deceitful  conduct  in  this  case 
belongs  to  the  small  company  of  research  experts  who  have  shaped  the  manner 
and  professional  conduct  of  cancer  research  in  this  country  for  more  than  a 
decade. 

Dr.  Chester  Milton  Southam,  forty-seven,  is  now  and  has  been  for  many  years 
on  the  medical  staff  of  the  Sloan-Kettering  Institute  for  Cancer  Research,  where 
he  holds  the  rank  of  full  member — the  academic  equivalent  of  a  professorship — 
and  heads  both  the  section  of  clinical  virology  in  Sloan-Kettering's  division  of 
clinical  chemotherapy  and  the  section  of  oncogenic  virology  in  the  division  of 
virology  and  immunology.  He  is  also  associate  professor  of  medicine  at  the  Col- 
lege of  Medicine  of  Cornell  University,  an  associate  attending  physician  at  the 
Memorial  Hospital  for  Cancer  and  Allied  Diseases  (affiliated  with  the  Sloan- 
Kettering  Institute),  and  an  associate  visiting  physician  at  the  James  Ewing 
Hospital,  a  municipal  institution  run  by  the  Sloan-Kettering  staff  for  the  City  of 
New  York. 

Dr.  Southam  serves  as  a  special  consultant  to  the  United  States  Public  Health 
Service  and  the  National  Cancer  Institute  (agencies  of  the  federal  government 
Department  of  Health,  Education  and  Welfare),  as  a  member  of  the  therapeutic 
panel  that  recommends  and  for  all  practical  purposes  chooses  the  recipients  of 
research  grants  paid  out  by  the  American  Cancer  Society,  as  a  member  of  the 
scientific  advisement  committee  of  the  Damon  Runyon  (cancer  research)  Fund, 
and  as  a  research  advisory  panelist  for  the  World  Health  Organization  and  for 
the  International  Union  Against  Cancer.  He  is  author  of  a  chapter  on  the  rela- 
tionship between  immunology  and  cancer  in  the  report  of  President  Lyndon  B. 
Johnson's  1965  Commission  on  Heart  Disease,  Cancer,  and  Strokes. 

What  standards  does  the  law  impose  on  elite  researchers  like  Dr.  Southam, 
whose  personal  behavior  sets  an  example  for  less  talented  experimenters? 

In  democratic  theory,  the  law  recognizes  no  hierarchy.  Its  invocations  fall  with 
equal  weight  on  the  gifted  and  on  the  plodders. 
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Pending  clarifying  decisions  by  the  Supreme  Court  of  the  United  States,  how- 
ever, the  precepts  of  the  law  do  depend  on  what  law  the  individual  physician 
accepts  allegiance  to.  For  those  who  consider  themselves  hound  by  judgments 
passed  upon  citizens  of  other  nations  by  international  tribunals  in  which  our 
country  shared  the  judgment  seat,  the  law  governing  medical  research  must  in- 
clude the  Nuremberg  Code.  After  an  exhaustive  trial  at  which  the  chief  prose- 
cutor was  an  American  barrister,  four  Nazi  German  doctors  were  hanged  for 
violating  the  Nuremberg  Code  in  Hitler's  concentration  camps.  Nuremberg  Rule 
No.  1  reads : 

"The  voluntary  consent  of  the  human  subject  is  absolutely  essential. 

"This  means  that  the  person  involved  should  have  legal  capacity  to  give  con- 
sent, should  be  so  situated  as  to  be  able  to  exercise  free  power  of  choice  without 
the  intervention  of  any  element  of  force,  fraud,  deceit,  duress,  over-reaching,  or 
other  ulterior  form  of  constraint  or  coercion ;  and  should  have  sufficient  knowledge 
and  comprehension  of  the  elements  of  the  subject  matter  involved  as  to  enable 
him  to  make  an  understanding  and  enlightened  decision.  This  latter  element  re- 
quires that  before  the  acceptance  of  an  affirmative  decision  by  the  experimental 
subject  there  should  be  made  known  to  him  the  nature,  duration,  and  purpose  of 
the  experiment ;  the  method  and  means  by  which  it  is  to  be  conducted ;  all  in- 
conveniences and  hazards  reasonably  to  be  expected ;  and  the  effects  upon  his 
health  or  person  which  may  possibly  come  from  his  participation  in  the  experi- 
ments. 

"The  duty  and  responsibility  for  ascertaining  the  quality  of  the  consent  rests 
upon  each  individual  who  initiates,  directs  or  engages  in  the  experiment.  It  is  a 
personal  duty  and  responsibility  which  may  not  be  delegated  to  another  with 
impunity." 

For  those  physicians  who  accept  only  the  responsibilities  stated  in  the  laws  of 
the  United  States,  the  Nuremberg  Code  is  meaningless.  For  'them,  the  limits  on 
medical  experimentation  are  defined  in  the  1962  (so-called  "Kefauver")  amend- 
ments to  the  U.S.  Food,  Drug,  and  Cosmetic  Act,  Section  505,  subdivision  (i)  of 
that  act  exhorts  doctors  to  obtain  in  advance  the  informed  consent  of  all  persons 
to  whom  experimental  drugs  are  given,  but  the  concluding  words  of  subdivision 
(i)  actually  give  every  individual  physician  freedom  to  determine,  subject  only  to 
his  own  conscience,  whether  and  when  it  is  to  "the  best  interest  of  such  human 
beings"  to  tell  them  even  that  an  experiment  is  going  on,  much  less  ask  per- 
mission. 

Under  the  Nuremberg  Code,  Dr.  Southam  would  be  guilty  as  charged.  For  the 
charge  against  him  was  that  he  supervised  the  injection  of  live  cancer  cells  into 
the  bodies  of  twenty  jtwo  old  and  helpless  patients  at  the  Jewish  Chronic  Disease 
Hospital  in  Brooklyn  without  telling  any  of  the  patients  that  the  injected  cells 
were  malignant.  And  Dr.  Southam,  in  his  testimony,  conceded  that  he  had  de-  < 
liberately  omitted  mention  of  the  word  "cancer"  and  had  advised  doctors  asso- 
ciated with  him  in  the  experiment  to  do  likewise. 

Dr.  Southam  defended  his  course  on  the  grounds  thai  his  own  earlier  experi- 
ments had  convinced  him  that  injected  cancer  cells  were  harmless,  and  that  it 
was  not  to  'the  best  interests  of  patients  to  hear  the  word  "cancer,"  lest  the  word 
alarm  them  to  no  purpose. 

Three  prominent  researchers  at  cancer  centers  elsewhere  in  the  country  sub- 
mitted affidavits  saying  they  wouldn't  condemn  Dr.  Southam's  avoidance  of  the 
word  "cancer"  in  seeking  patient  consents.  Two  of  them  added,  however,  that  : 
in  their  own  experiments  with  cancer  transplants  they  used  the  word  "tumor" 
to  make  the  situation  clear.  A  fourth  witness  (although  he  identified  himself  as  a 
member  of  the  Malpractice  and  Defense  Board  of  the  New  York  State  Medical 
Society,  he  said  he  had  never  heard  of  the  Nuremberg  Code)  took  the  position  that 
if  the  experiments  involved  physicians  or  their  families  then  complete  informa- 
tion should  be  provided  in  obtaining  consent  but  that  complete  information  was 
not  required  in  other  cases.  Asked  if  he  would  want  his  father  or  mother  ex- 
perimented on  without  their  consent,  he  replied  :  "Are  you  assuming  that  I  am  or 
am  not  a  physician?  As  a  physician,  my  situation  is  a  little  bit  different,  I  think, 
than  the  average  son  or  daughter.  .  .  .  My  situation  is  not  the  same  as  the  average 
person." 

To  follow  the  conflicting  threads  of  the  story,  as  it  unraveled  first  in  preliminary 
questioning  by  agents  of  the  New  York  State  Department  of  Education  and  at 
subsequent  hearings  conducted  by  a  three-man  panel  of  the  department's  Medical 
Grievance  Committee,  it  is  necessary  to  understand  why  this  particular  experi- 
ment had  any  validity  at  all. 
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One  of  the  best  known  phenomena  of  biology  is  the  human  body's  propensity 
to  reject  all  substances  which  the  body  recognizes  as  foreign  to  itself.  Trans- 
plants of  skin  or  other  tissues  can  succeed  normally  only  if  the  transfer  is  made 
from  one  identical  twin  to  another.  It  is  this  automatic  rejection  process  that 
explains  the  difficulties  now  being  encountered  in  efforts  to  transplant  kidneys, 
liver,  heart  or  other  vital  organs  to  replace  originals  that  have  been  deteriorated 
by  disease. 

During  the  Korean  War  in  the  early  1950s,  American  troops  were  attacked 
by  an  unidentified  tropical  virus.  To  learn  how  to  fight  the  virus,  U.S.  Army 
doctors  grew  colonies  of  it  in  the  laboratory.  Since  viruses  multiply  only  when 
they  invade  cells,  the  Army  dotcors  gave  this  virus  cancer  cells  to  work  on  when 
other  available  cells  wouldn't  do.  A  vaccine  against  the  virus  resulted.  Suppose 
the  cancer  on  which  the  virus  had  fed  should  somehow  break  through  the  virus 
strain;  would  the  vaccinated  soldiers  in  Korea  acquire  cancer?  The  doctors 
thought  not  but  the  Army  said,  "Make  sure."  So  cancer  ceils  were  injected  into 
three  people  afflicted  with  advanced  cancer.  The  cells  were  rejected  by  the  bodies 
into  which  they  had  been  transplanted,  but  the  rejection  occurred  much  more 
slowly  than  would  have  been  assumed  from  other  knowledge  of  the  rejecting 
mechanism.  Dr.  Southam  took  part  in  the  experiment  and  deduced  from  it  that 
the  progressive  spread  of  cancer  in  a  body  lowered  that  body's  ability  to  carry 
on  normal  immunological  responses.  If  this  deduction  could  be  substantiated,  and 
if  the  crippling  agent  could  be  found  and  isolated,  it  might  be  possible  to  de- 
velop a  vaccine  or  vaccines  (since  cancer  seems  not  to  be  one  disease  but  a  whole 
complex  of  different  diseases,  each  responding  to  a  different  treatment)  to 
prevent  or  fight  cancer. 

The  first  step  was  to  demonstrate  that  bodies  in  normal  health  would  reject 
cancer  ceil  transplants  as  readily  as  any  other  transplants.  This  was  done  in  an 
experiment  with  prisoners  at  Ohio  State  Penitentiary,  where  volunteers,  having 
been  told  the  whole  story,  consented  in  writing  to  undertake  the  risk.  The  results 
showed  that  healthy  bodies  do  reject  the  cancer  transplants,  that-  the  speed  of 
rejection  rises  with  successive  transplants,  and  that  the  white  (disease-fighting) 
blood  cells  of  the  injected  prisoners,  when  transfused  into  the  bodies  of  other 
persons  (with  or  without  cancer),  would  speed  up  the  rejection  of  cancer  trans- 
plants by  those  other  bodies.  All  this  strengthened  Dr.  Southard's  belief  in  the  long- 
range  possibility  of  building  up  an  immunity  against  cancer. 

In  the  following  seven  years,  Dr.  Southam  repeated  these  experiments  on  ap- 
proximately 600  people,  about  half  of  them  cancer  sufferers.  Although  many  of  the 
cancer  victims  died  before  the  experiments  in  their  bodies  were  completed,  the 
statistics  continued  to  suggest  that  as  the  stage  of  cancer  worsened,  the  body's 
normal  ability  to  throw  off  cancer  transplants  declined  when  measured  in  terms 
of  time. 

It  could  not  be  certain,  however,  that  the  declining  ability  to  reject  cancer  trans- 
plants was  due  to  mechanisms  directly  related  to  the  cancer  already  spreading 
in  an  afflicted  body  or  whether  the  apparent  slowdown  in  the  immunological  proc- 
ess was  simply  due  to  the  accumulated  debility  of  the  ravaged  body.  This  question 
could  be  resolved  only  by  injecting  cancer  cells  into  the  bodies  of  persons  weakened 
by  the  advanced  stages  of  diseases  other  than  cancer. 

Since  medical  men  in  general  are  notoriously  quick  to  reject  lay  participation 
to  any  positive  degree  in  the  study  and  regulation  of  medical  practice,  it  is  interest- 
ing to  note  how  the  testimony  in  this  case  says  Dr.  Southam  went  about  extending 
his  cancer  experiment  from  his  own  patients  at  Memorial  and  James  Ewing  hos- 
pitals in  Manhattan  to  the  patients  of  other  doctors  in  a  different  hospital — the 
Jewish  Chronic  Disease  Hospital  in  Brooklyn.  Instead  of  communicating  directly 
with  the  medical  director  at  JCDH  or  with  some  member  of  the  JCDH  medical 
staff,  he  asked  a  Sloan-Kettering  associate,  Dr.  Arthur  G.  Levin,  to  talk  to  a 
friend  of  Dr.  Levin's  father  who  sat  on  the  board  of  directors  of  JCDH.  The  in- 
quiry then  traveled  downward  from  this  member  of  the  board  through  the  hos- 
pital superintendent,  Mr.  Solomon  Siegel,  to  the  director  of  medicine  at  the  hos- 
pital, Dr.  Emanuel  Mandel. 

Although  Dr.  Southam's  work  is  reputed  to  rank  among  the  most  promising  of 
all  attacks  on  cancer,  Dr.  Mandel  testified  he  had  never  heard  of  it.  But  he  did 
recognize  the  prestigious  name  of  Sloan-Kettering,  and  he  hoped  that  by  joining 
Dr.  Southam's  experiment  JCDH  might  begin  a  permanent  affiliation  with  that 
famous  research  institution.  So  Dr.  Mandel  invited  Drs.  Southam  and  Levin  to 
lunch  at  JCDH  on  July  3rd,  1963. 
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At  that  luncheon  meeting,  the  testimony  shows,  it  was  clear  to  everyone  present- 
that  the  experiment  Dr.  Southam  proposed  was  in  no  way  related  to  the  treatment 
of  JCDH's  patients  and  could  not  possibly  be  beneficial  to  them.  In  short,  what 
was  suggested  was  research,  not  therapy.  Dr.  Southam  told  Dr.  Mandel  that  it 
would  not  be  necessary  to  obtain  written  consent  from  the  patients,  that  such  con- 
sent had  not  been  obtained  from  some  hundreds  of  patients  at  Memorial  and 
James  Ewing  hospitals.  Dr.  Southam  also  recommended  that  the  word  "cancer" 
be  avoided  in  speaking  to  the  patients  who  would  be  chosen  for  the  experiment. 

July  16, 1963  Was  agreed  upon  as  the  date  for  the  injections. 

Now  part  of  the  money  for  the  experiment  came  from  the  American  Cancer 
Society,  which  has  since  advised  SR's  science  editor  that  the  society  depends  on 
individual  researchers  to  follow  ethical  lines  of  conduct.  No  rules  are  laid  down. 
Other  money  came  from  the  U.S.  Public  Health  Service,  under  grant  CA  03215. 
In  accepting  this  grant.  Dr.  Southam  had  bound  himself  to  follow  USPHS  rules 
and  regulations  governing  experimentation  and  research.  Among  other  things,  the 
rules  say : 

"The  principal  investigator  personally  provides  the  assigned  volunteer  in  lay 
language  and  at  the  level  of  his  comprehension  with  information  about  the  pro- 
posed research  project.  He  outlines  its  proposed  purposes,  methods,  demands,  in- 
conveniences and  discomforts,  to  enable  the  volunteer  to  make  a  mature  judgment 
as  to  his  willingness  and  ability  to  participate.  When  he  is  fully  cognizant  of 
all  that  is  entailed,  the  volunteer  gives  his  signed  consent  to  take  part  in  it." 

If  a  doctor  is  to  approach  a  patient  ait  the  level  of  the  patient's  comprehension, 
the  doctor  must  know  something  of  the  personal  background  and  physical  con- 
dition of  the  patient.  And  if  the  patient  is  to  make  a  mature  judgment  after  be- 
coming fully  cognizant  of  all  that  is  entailed,  the  patient  must  have  some  time 
to  reflect  on  what  he  has  been  told  and  if  necessary  to  ask  that  medical  terms  be 
translated  into  his  own  lay  language.  Yet  Dr.  Southam  testified  that  he  did  not 
visit  'the  Brooklyn  hospital  again  from  the  time  of  the  luncheon  on  July  3rd  until 
the  experiment  was  perf  ormed  on  July  16th.  He  did  not  meet  any  of  the  patients 
who  were  to  become  concerned.  He  did  not  consult  any  of  the  hospital  charts  of 
the  patients.  He  did  not  know  the  patients'  names.  He  left  the  choices  of  subjects 
of  the  experiment  to  Dr.  Mandel,  who  chose  three  cancer  victims  and  then  dele- 
gated the  choice  of  nineteen  non-cancer  patients  to  Dr.  Deogracias  Custodio,  a 
Philippine-born  resident  physician  at  the  hospital,  not  licensed  to  practice  in 
this  country. 

When  Drs.  Southam  and  Levin  returned  to  JCDH  on  July  16,  1963,  they  still 
did  not  have  a  list  of  the  names  of  'the  patients  who  were  to  be  their  subjects.  Dr. 
Mandel,  to  use  his  own  words,  "faded  out  of  the  picture"  after  introducing  Drs. 
Southam  and  Levin  to  the  three  cancer  patients.  Dr.  Southam  testified  he  wasn't 
sure  ithat  he  made  more  than  the  first  injection  himself,  though  he  said  he  may 
have  made  the  first  three.  Dressed  in  a  long  white  coat,  carrying  his  syringe  and 
cell  suspensions  in  a  little  black  bag  instead  of  on  the  customary  hospital  instru- 
ment tray,  Dr.  Southam  was,  he  said,  too  busy  filling  syringes  with  cancer  cells 
to  pay  detailed  attention  to  what  Dr.  Mandel  told  the  first  three  patients  or  what 
Dr.  Custodio  told  the  remaining  nineteen.  Here  is  a  f  ragment  of  Dr.  Custodio's 
testimony  on  that  point : 

Q.  Did  you  speak  with  these  patients  with  relation  to  what  the  experiment 
would  be? 

A.  Yes,  sir. 

Q.  What  did  you  tell  them? 

A.  Well,  I  talked  with  each  patient,  and  I  told  each  one  that  a  certain  test  is 
being  planned  and  it  was  to  determine  their  immunity  or  resistance  to  disease 
and  I  added  the  statement  that  a  cell-suspension  will  be  injected  under  the  skin 
and  that  a  lump  will  form  within  a  few  days  and  this  lump  will  disappear  grad- 
ually in  a  period  of  several  weeks. 

Q.  You  explained  that  to  each  of  these  nineteen  patients? 

A.  Yes,  sir. 

Q.  Did  you  have  any  difficulty  because  of  a  language  barrier  with  any  of  these 

patients  ? 

A.  What  do  you  mean  by  language  barrier? 
Q.  Every  patient  understood  you? 
A.  Yes,  sir. 

Q.  Every  patient  spoke  perfect  English? 
A.  Spoke  English. 
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Q.  Without  that  qualification,  just  English,  every  patient  could  communicate 
with  you? 
A.  Yes,  sir. 

Q.  Do  you  remember  the  nature  of  the  illnesses  of  the  various  patients  you 
selected  ? 
A.  Most  of  them  I  can. 
Q.  Do  you  remember  ? 

A.  Yes,  sir.  ,  he  is  an  old  man.  He  is  around  sixty-four,  in  his 

later  sixties,  most  probably  in  his  early  seventies.  I  am  not  very  sure.  .  .  .  This 
patient  has  Paget's  disease. 

Q.  What  is  the  nature  of  Paget's  disease? 

A.  Paget's  disease.  The  etiology  is  unknown  but  the  main  defect  is  in  the  de- 
calcification and  demineralization  of  bones. 
Q.  Where  was  that  localized  in  this  patient? 

A.  This  is  a  generalized  affair,  but  a  typical  thing  in  this  patient  is  enlarged 
head  and  exophthalmos. 

Q.  Was  the  patient  informed  about  the  experiment  you  were  going  to  conduct  t 

A.  Yes,  sir. 

Q.  And  you  told  him  ? 

A.  I  told  him. 

Q.  You  told  him  what? 

A.  Well,  I  told  him  about  the  test  'that  is  being  planned  which  I  would  repeat 
is  a  test  for  immunity,  to  test  his  immunity  or  resistance  to  disease,  and  then  I 
added  that  a  lump  will  appear  in  the  site  of  the  injection  within  a  few  days  and 
will  gradually  disappear  within  a  few  weeks. 

Q.  Did  you  specifically  ask  this  patient  whether  he  had  any  objection  to  the 
injection? 

A.  Yes,  sir.  I  asked  each  patient  whether  he  will  permit  us  to  do  the  test,  and 
each  patient  readily  consented. 

Q.  Confining  it  to  Mr.   [the  previously  named  patient]  at  this  point? 

A.  Yes,  sir. 

Q.  He  consented? 

A.  Yes,  sir. 

Q.  How  was  Mr.  's  hearing? 

A.  He  is  deaf. 
Q.  He  is  deaf? 
A.  Yes. 

Q.  Completely  deaf? 

A.  Not  completely  deaf,  but  I  was  shouting. 

Q.  How  did  you  conduct  your  conversation  with  him? 

A.  I  was  shouting. 

Q.  Was  he  alone? 

A.  Alone. 

Q.  Was  he  the  only  patient  in  that  area? 
A.  No. 

Q.  There  were  other  patients  in  that  area  ? 
A.  Yes. 

Q.  But  you  were  shouting? 

A.  I  was  shouting  in  his  ear  and  he  heard  me.  He  said,  "Yes,  go  ahead, 
doctor." 

Q.  Was  there  a  patient  by  the  name  of  ? 

A.  Yes,  sir. 

Q.  What  was  the  nature  of  his  illness  ? 
A.  Parkinson's  disease. 

Q.  Was  he  able  to  understand  this  conversation? 
A.  Yes,  sir. 

Q.  Were  Drs.  Southam  and  Levin  present  during  that  conversation? 

A.  Yes,  sir. 

Q.  And  he  consented? 

A.  Yes,  sir. 

Q.  What  was  the  result  of  the  experiment  with  him,  same  as  with  the  others? 
A.  Result? 

Q.  The  result  of  the  injection? 

A.  Oh.  I  don't  exactly  remember  it  in  each  particular  case,  but  I  have  an  idea. 
Q.  Do  you  have  the  charts?  [He  was  given  not  the  charts,  but  Dr.  Southam's 
scribbled  record  at  that  point] 


2448 


Q.  What  were  the  results  of  transplantation  on  Mr.  ■ — — -? 
A.  Well,  the  results  here  indicate  that  the  patient  developed  a  lump  within  a 
few  days  and  it  disappeared  very  fast. 
Q.  How  long? 

A.  In  the  matter  of  one  month. 

Q.  A  month? 

A.  Yes.  sir. 

Q.  Is  that  very  fast? 

A.  That  is  pretty  fast. 

Q.  What  is  hematuria  ? 

A.  Hematuria  is  blood  in  urine. 

Q.  Bloody  urine? 

A.  Yes. 

Q.  Did  that  present  itself  in  this  patient  at  some  time  ? 
A.  Yes. 

Q.  What  was  the  cause  of  that?  Did  you  find  out? 

A.  Yes.  The  patient  was  referred  to  the  urology  service,  the  service  that  takes 
care  of  the  bladder  and  kidney,  and  he  was  cystoscoped  and  they  found  a  bloody 
tumor  in  the  urinary  bladder. 

Q.  Was  that  operated  on? 

A.  Yes,  sir. 

Q.  Benign? 

A.  Malignant  tumor. 

Q.  Is  that  patient  alive? 

A.  No,  sir. 

Q.  He  died? 

A.  Post-operatively. 

Q.  When  was  that  operation  performed? 

A.  I  am  not  very  sure  of  the  date  of  the  operation,  but  I  think  this  happened 
in  mid-October  or  late  October.  The  patient  died  in  mid-November,  twojthree 
weeks  after  the  operation. 

Q.  When  for  the  first  time — I  don't  know  if  you  can  tell  of  this — did  he  com- 
plain of  bloody  urine  ? 

A.  Early  in  September,  late  in  August,  xlugust  29. 

Q.  About  five  or  six  weeks  after  your  injection? 

A.  Yes,  sir. 

At  this  point,  the  hearing  record  includes  a  brief,  sharp  argument  over  whether 
the  death  could  have  been  due  to  the  injected  cancer  cells,  since  cancer  had  not 
been  diagnosed  or  suspected  in  this  patient  previously.  Dr.  Mandel  contended 
that  a  causal  relationship  between  the  injected  cancer  and  the  unexpected  death 
from  cancer  was  impossible  because  nothing  like  that  had  ever  happened  before  in 
Dr.  Southam's  experiments.  However,  in  one  of  Dr.  Southam's  earlier  experi- 
mental subjects,  the  injected  cancer  cells  had  moved  about  ten  inches  from  the 
injection  site  under  the  skin  of  an  arm  into  a  nearby  lymph  node.  Cancer  metas- 
tases often  spread  through  the  lymphatic  system.  Dr.  Southam  said  he  did  not 
believe  the  injected  cells  would  have  gone  beyond  the  node  if  the  patient  had 
lived,  but  "I  just  can't  give  a  statement  based  on  fact."  He  added  that  another 
case  (not  one  of  his  own),  in  which  cancer  cells  in  a  transplanted  kidney  had 
spread  into  the  body  and  caused  the  death  of  the  kidney's  new  host,  should  be 
discounted  in  relation  to  the  Southam  experiments  because  the  patient  who  re- 
ceived the  kidney  transplant  had  undergone  radiation  and  drug  suppression  of 
his  immunological  defenses  in  order  to  encourage  the  transplanted  kidney  to 
stay  in  place  and  function  normally.  None  of  these  suppressive  methods  had  been 
employed  on  the  Brooklyn  patients.  Neither  the  logic  of  Dr.  Mandel  nor  the 
defenses  of  Dr.  Southam  on  these  particular  points  were  challenged  by  the 
members  of  the  Medical  Grievance  Committee  investigating  panel.  No  one  either 
proposed  or  requested  that  the  question  raised  by  the  Brooklyn  death  be  resolved 
on  its  own  merits  through  an  autopsy. 

The  Medical  Grievance  Committee  panel  did  raise  questions  about  another 
sudden  death  that  occurred  among  the  twenty-two  Brooklyn  experimental  sub- 
jects. In  this  instance,  it  was  pointed  out,  a  patient  who  had  already  been  desig- 
nated to  undergo  elective  surgery  two  days  after  the  injections  was  subjected  to 
the  injections  anyhow.  He  died  one  day  after  the  operation.  The  investigating 
panel's  verdict  attributed  inclusion  of  that  patient  to  the  unusual  speed  at  which 
the  experiment  was  conducted. 

Drs.  Southam,  Mandel,  and  Custodio  all  agreed  that  the  whole  proceeding, 
encompassing  introductions,  explanations,  injections,  etc.,  to  twenty-two  people 
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on  six  floors  of  two  separate  hospital  buildings,  had  been  completed  in  a  couple 
of  hours.  Dr.  Southam  conceded  that  his  remarks  to  the  patients  were  limited  to 
such  reassuring  small  talk  as  "How  are  you?"  and  (as  he  prepared  a  patient's 
skin  for  the  cell  injection)  "This  is  the  way  we  clean  the  skin.  This  is  alcohol  to 
clean  the  skin.  It  feels  a  little  cold.  Now,  we  are  going  to  give  a  little  injection  of 
novocain.  This  is  a  local  anesthetic.  You  have  had  it  many  times  before.  .  .  . 
This  [the  cancer  injection]  you  won't  feel  at  all  because  the  needle  will  go  through 
the  novocain."  He  explained  that  he  was  working  in  Dr.  Manders  hospital  and 
felt  he  should  defer  to  Dr.  Mandel's  responsibility  for  maintenance  of  doctor- 
patient  relationships  there.  Dr.  Mandel  explained  his  absence  from  nineteen  of 
twenty-two  injections  by  saying  that  he  had  told  Dr.  Custodio  to  follow  the  proce- 
dure which  Dr.  Southam  had  said  was  normal  at  the  Sloan-Kettering  Cancer 
Research  Center. 

Dr.  Saul  I.  Heller,  one  of  'the  panel  of  three  physicians  who  heard  the  testi- 
mony and  returned  a  verdict  of  guilty  against  both  Drs.  Southam  and  Mandel, 
stated  in  his  formal  opinion :  "I  am  extremely  concerned  with  the  fact  that  these 
chronic,  debilitated,  sick  patients  were  hurriedly  and  unexpectedly  confronted 
with  a  verbal  description  of  a  technical  procedure  which,  even  to  a  normal,  edu- 
cated, intelligent,  and  healthy  person,  would  have  been  inadequate  and  untruth- 
ful. This  is  fraud  and  deceit.  I  also  believe  that  the  omissions  from  the  hospital 
charts  [of  mention]  that  these  patients  were  injected  with  live  human  cancer  cells 
constitutes  fraud  and  deceit.  I  further  believe  that  the  rights  of  these  patients 
and  their  families  were  violated  by  the  respondents  .  .  .  ,  who  resorted  to  trick- 
ery, false  statement,  deliberate  deception.  The  respondents  by  acting  in  such  a 
manner  as  to  omit  and  conceal  the  facts  of  this  experiment  .  .  .  [committed] 
a  breach  of  duty,  trust,  and  confidence  to  these  patients,  their  families,  and  their 
fellow-man." 

Dr.  Heller  listed  by  number  without  naming  a  dosen  of  the  twenty-two  experi- 
mental subjects  whose  "mental  and  physical  condition"  as  described  at  the  hear- 
ing "renders  it  impossible  for  them  to  give  informed  consent,  in  terms  of  forming 
a  mature  judgment  in  a  matter  of  one  to  five  minutes  on  complex  scientific  sub- 
jects." One  of  the  "volunteers"  had  to  be  strapped  into  his  wheelchair  to  remain 
upright.  Another  ran  about,  drooling  copiously,  bumping  into  things  and  falling. 
"Actually,"  said  Dr.  Heller,  these  people  "were  subjected  to  an  injection  by 
doctors  in  hospital  attire  and  were  deceived  into  believing  that  this  injection  was 
of  direct  theapeutic  benefit  to  them  or  was  essential  to  their  treatment." 

The  panel  chairman,  Dr.  Lawrence  Ames,  agreed  that  "many  of  the  nineteen 
[non-cancer  patients  involved  in  the  experiment]  .  .  .  were  not  physically  or 
mentally  capable  of  understanding  what  was  involved  and  therefore  incapable  of 
giving  informed  consent,  even  if  such  information  were  given  to  them  by  Dr. 
Custodio.  The  manner  in  which  Dr.  Custodio  elected  to  choose  the  cases  for  the 
experiment,  [on]  the  very  morning  of  the  injections,  and  the  total  time  consumed 
in  giving  all  these  injections,  convinces  me  beyond  reasonable  doubt  that  proper 
informed  consent  could  not  have  been  obtained."  He  concluded : 

"Every  human  being  has  an  inalienable  right  to  determine  what  shall  be  done 
with  his  body.  This,  without  regard  as  to  whether  he  be  confined  to  a  penal  in- 
stitution, or  free,  or  whether  he  be  healthy  or  debilitated  or  confined  in  an  insti- 
tution or  hospital.  The  same  rights  or  privileges  must  be  accorded  him.  If  .  .  . 
[he]  be  so  mentally  or  physically  affected  .  .  .  [as  to]  be  incapable  of  making 
decisions,  then  the  nearest  of  kin  must  be  accorded  the  right  to  make  this  de- 
cision." 

The  third  panelist,  Dr.  Morris  F.  Werner,  joined  his  two  colleagues  in  the  guilty 
verdict  relutantly,  "in  view  of  the  apparent  current  unacceptable  method  of  pur- 
suing the  highly  laudable  purpose  of  the  research  program."  "If  an  error  has,  in 
fact,  been  committed,"  he  wrote,  "it  is  in  an  area  of  judgmental  vagueness.  .  .  . 
The  public  interest  may  be  better  served  by  constructive  suggestions  aimed  at 
greater  clarification  of  more  specific  guidelines  in  clinical  research."  He  dissented 
from  the  opinion  of  Drs.  Ames  and  Heller  that  Drs.  Southam  and  Mandel  should 
lose  their  right  to  practice  medicine  for  a  year.  "The  record  shows  that  both  re- 
spondents are  exceptionally  well-trained  and  highly  regarded  clinical  investiga- 
tors, 'and  strongly  endorsed  by  the  highest  local  and  national  medical  authorities," 
he  stated ;  "I  therefore  recommend  no  further  action  as  to  discipline  be  taken." 

Two  of  the  seventeen  members  of  the  full  Medical  Grievance  Committee  sup- 
ported Dr.  Weiner's  position — that  the  two  accused  physicans  should  be  found 
guilty  but  not  punished.  The  remaining  fourteen  committeemen  voted  for  a  year's 
suspension  of  license.  These  findings  went  to  the  Committee  on  Discipline  of  the 
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New  York  State  Board  of  Regents,  which  recommended  unanimously  to  the  Re- 
gents that  the  one-year  license  suspension  penalty  be  modified  to  a  one-year  period 
of  probation. 

"We  trust,"  wrote  Discipline  Committee  chairman  Joseph  W.  McGovern  and  his 
colleagues,  Joseph  T.  King  and  Carl  H.  Phorzheimer,  Jr.,  in  their  summary  of  the 
case,  "that  this  measure  of  discipline  will  serve  as  a  stern  warning  that  zeal  for  re- 
search must  not  be  carried  to  the  point  where  it  violates  the  basic  rights  and 
immunities  of  a  human  person." 

The  summary  went  on  : 

"There  is  evidenced  in  the  record  in  this  proceeding  an  attitude  on  the  part  of 
some  physicians  that  they  can  go  ahead  and  do  anything  which  they  conclude  is 
good  for  the  patient,  or  which  is  of  benefit  experimentally  or  educationally  and  is 
not  harmful  to  the  patient,  and  that  the  patient's  consent  is  an  empty  formality. 
With  this  we  cannot  agree.  .  .  . 

"A  patient  has  the  right  to  know  he  is  being  asked  to  volunteer  and  to  refuse 
to  participate  in  an  experiment  for  any  reason,  intelligent  or  otherwise,  well- 
informed  or  prejudiced.  A  physician  has  no  right  to  withhold  from  a  prospective 
volunteer  any  fact  which  he  knows  may  influence  the  decision.  It  is  the  volunteer's 
decision  to  make,  and  the  physician  may  not  take  it  away  from  him  by  the  manner 
in  which  he  asks  the  question  or  explains  or  fails  to  explain  the  circum- 
stances. .  .  ." 

That  the  experiment  in  Brooklyn  was  successful,  that  it  confirmed  Dr.  South- 
am's  expectation  of  prompt  rejection  of  cancer  transplants  by  bodies  debilitated  by 
diseases  other  than  cancer,  that  it  may  have  moved  science  one  step  nearer  to  the 
still  distant  dream  of  stopping  or  preventing  cancer's  ravages — these  considera- 
tions had  no  extenuating  force.  They  were  not  even  mentioned  in  the  disciplinary 
document.  The  one  point  singled  out  for  attention  was  the  individual  human's 
right  to  decide  for  himself  whether  he  is  willing  to  have  his  body  or  mind  manipu- 
lated for  the  good  of  his  fellow  man  at  the  possible  expense  of  himself.  As  the 
Committee  on  Discipline  put  it : 

"There  is  one  point  [in  this  case]  which  is  undisputed,  namely,  that  the  patients 
were  not  told  that  the  cells  to  be  injected  were  live  cancer  cells.  From  the  respond- 
ent's standpoint  this  was  not  considered  to  be  an  important  fact.  They  regarded 
the  experiment  as  medically  harmless.  There  was  not  appreciable  danger  of  any 
harmful  effects  to  the  patients  as  a  result  of  the  injection  of  these  cancer  cells. 
It  is  not  uncommon  for  a  doctor  to  refrain  from  telling  his  patient  that  he  had 
cancer  where  the  physician  in  his  professional  judgment  concludes  that  such  a 
disclosure  would  be  harmful  to  the  patient.  The  respondents  testified  that  they  felt 
that  telling  these  patients  that  the  material  did  consist  of  live  cancer  cells  would 
upset  them  and  was  immaterial  to  their  consent.  They  overlooked  the  key  fact 
that  so  far  as  this  particular  experiment  was  concerned,  there  was  not  the  usual 
doctor-patient  relationship  and,  therefore,  no  basis  for  the  exercise  of  their  usual 
professional  judgment  applicable  to  patient  care." 

The  clarification  of  definitions  that  Dr.  Weiner  had  argued  for  was  bravely 
begun  in  that  passage.  But  the  seemingly  plain  lines  of  boundary  were  blurred 
when  seen  through  the  light  of  other  passages,  such  as :  "We  do  not  say  that  it 
is  necessary  in  all  cases  of  human  experimentation  to  obtain  consent  from  rela- 
tives or  to  obtain  written  consent."  What  exceptions  were  those  words  intended 
to  cover?  Testimony  in  the  Southam-Mandel  case  revealed  that  many  medical  and 
surgical  tests  (some  judged  by  the  doctors  present  to  be  far  more  risky  than 
cancer  transplants)  are  regularly  made  on  patients  in  hospitals  for  no  purpose 
contributory  to  treatment  of  the  patient,  simply  to  assuage  medical  curiosity  or 
to  teach  student  doctors  how  to  make  tests,  and  that  the  patient's  informed  con- 
sent is  neither  sought  nor  obtained  for  any  of  these.  Some  patients  may  be  aware 
of  these  practices,  but  most  of  them  surely  are  not.  What  should  the  rules  be? 
That  the  rules  weren't  what  they  should  have  been  when  the  Southam-Mandel 
case  broke  seems  evident  from  Dr.  Southam's  testimony — that  while  hearing  of 
the  charges  against  him  was  still  in  progress,  regulations  at  Sloan-Kettering  In- 
stitute and  at  Memorial  and  James  Ewing  hospitals  were  tightened  to  require 
patient  consents  for  even  simple  and  low-risk  tests. 

Articles  published  in  medical  journals  during  and  since  the  hearings  range  an 
apparently  dominant  majority  of  clinical  practitioners  in  favor  of  written  con- 
sents in  all  experiments  undertaken  purely  for  research  purposes  with  no  fore- 
seeable benefit  to  the  patients  involved.  "Whoever  gave  the  investigator  the  god- 
like right  of  choosing  martyrs?"  asked  Dr.  Henry  K.  Beecher  of  Boston  in  the 
Journal  of  the  American  Medical  Association.  The  position  of  the  majority  is  no 
longer  so  clear  when  the  scene  of  experimentation  shifts  to  physicians  using  new 
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drugs  or  new  surgical  techniques  on  their  own  patients  as  part  of  the  treatment 
of  the  patients.  On  this  point  the  New  York  Board  of  Regents  Committee  on  Dis- 
cipline in  the  Southam-Mandel  opinion  said  : 

"When  a  patient  engages  a  physician  or  enters  a  hospital  he  may  reasonably 
be  deemed  to  have  consented  to  such  treatment  as  his  physician  or  the  hospital 
staff,  in  the  exercise  of  the  professional  judgment,  deem  proper.  Consent  to  nor- 
mal diagnostic  tests  might  similarly  be  presumed.  Even  so,  doctors  and  hospitals 
as  a  matter  of  routine  obtain  formal  written  consents  before  surgery  and  in  a 
number  of  other  instances,  and  whether  or  not  a  specific  consent  is  required  for  a 
specific  act  must  be  decided  on  the  facts  of  the  particular  case." 

A  paraphrase  of  the  opening  sentence  of  that  statement — "When  a  patient  en- 
gages a  physician  he  may  reasonably  be  deemed  to  hare  consented  to  such  treat- 
ment as  the  physician  thinks  is  required" — has  been  published  more  than  once 
in  justification  of  the  physician's  right  to  exercise  judgment  on  the  patient's 
behalf  in  experimental  situations.  Perhaps  many  physicians  do  feel  free  to  experi- 
ment on  any  patient  who  seeks  treatment,  but  very  few  patients  visit  their 
doctors  with  any  such  idea  in  mind.  The  intimate  trust  invited  by  the  physician's 
oath  to  "do  no  harm"  leads  most  people  to  believe  that  the  doctor  will  share  with 
them  his  superior  knowledge  of  the  presence  of  risk.  If  the  patient's  traditional 
confidence  in  his  doctor  has  been  displaced  by  the  mounting  pressure  for  more 
and  more  research  at  all  levels  of  medicine,  then  whatever  new  rules  are  about  to 
be  written  should  incorporate  for  the  patient's  protection  some  forthright  varia- 
tion of  that  old  motto  of  the  marketplace  :  "Let  the  buyer  beware  !" 

Writing  apropos  of  the  Brooklyn  experiment  in  The  New  England  Journal  of 
Medicine,  Harvard  University  Professor  Paul  A.  Freund,  president  of  the  Amer- 
ican Academy  of  Arts  and  Sciences,  declared :  "The  law  on  the  whole  subject  of 
experimentation  will  be  worked  out  in  close  reliance  on  the  moral  sensibilities  of 
the  community.  It  therefore  behooves  the  medical  profession  to  take  the  public 
into  its  confidence  and  to  educate  public  opinion  rather  than  to  risk  the  shock  and 
explosion  of  pent-up  revulsion  if  the  lid  is  pressed  down  on  information  and  then 
blown  up  by  some  melodramatic  case  like  that  of  the  hospital  for  chronic  diseases. 
The  primary  step  is  to  recognize  that  difficult  moral  problems — indeed,  moral 
dilemmas — do  exist  on  which  help  and  guidance  may  be  sought  from  many 
sources."  One  source  the  public  logically  looks  to  for  informed  and  vigilant  criti- 
cism is  the  body  of  prominent  citizens  who  enjoy  the  prestige  of  membership  on 
directing  boards  of  hospitals.  Before  the  law,  it  is  these  people  who  are  ultimately 
responsible  to  society  for  proper  conduct  of  their  institutions.  But  directors  of 
hospitals,  as  well  as  directors  of  the  voluntary  health  agencies,  too  often  accept 
the  privilege  and  shun  the  obligation  of  raising  sometimes  embarrassing  questions. 

One  of  the  most  curious  aspects  of  the  Southam-Mandel  case  has  been  the 
reaction  of  the  administrators  of  the  Jewish  Chronic  Disease  Hospital  of  Brooklyn 
to  the  one  member  of  the  hospital  board  of  directors  who  publicly  expressed  dis- 
may over  injection  of  the  live  cancer  cells  into  the  twenty -two  old  and  helpless 
patients.  Three  young  physicians  on  the  hospital  staff  had  resigned  in  1963  rather 
than  take  part  in  the  experiment.  But  their  protest  would  never  have  reached  the 
public  consciousness  if  they  had  not  gone  to  William  A.  Hyman,  an  internationally 
known  attorney  who  had  helped  to  found  the  hospital  in  1926  and  had  sat  on  the 
directing  board  ever  since.  Mr.  Hyman  appealed  to  his  fellow  board  members  for 
an  investigation. 

They  squelched  him  on  the  advice  of  Dr.  Mandel  and  hospital  superintendent 
Solomon  Seigel,  through  whom  Dr.  Southam  had  traveled  in  obtaining  the  Brook- 
lyn hospital's  participation  in  the  cancer  experiment.  Mr.  Hyman  next  appealed 
to  the  Xew  York  State  Department  of  Education,  but  heard  nothing  favorable  to 
his  cause  there  for  a  period  of  months.  He  then  went  to  the  Supreme  Court  of 
Brooklyn  to  assert  his  right,  as  a  hospital  director,  to  examine  the  hospital  rec- 
ords of  the  twenty-two  injected  patients.  The  court  granted  his  petition.  The  hos- 
pital administrators  refused  to  make  the  records  available  to  him,  and  appealed 
the  Supreme  Court  order.  The  Appellate  Division  of  the  Supreme  Court  reversed 
the  lower  court.  Mr.  Hyman  appealed  the  reversal  to  the  Court  of  Appeals  of  Xew 
York — highest  tribunal  in  the  state — and  finally  won  his  case.  The  court  battle 
whetted  interest  in  the  case  in  the  Xew  York  State  Department  of  Education,  and 
the  hearings  by  the  Medical  Grievance  Committee  ensued.  One  wider  result  has 
been  discussed  in  the  Xew  York  State  Legislature  directed  toward  amendment 
of  the  law  covering  judgment  of  medical  grievances.  As  the  rules  now  stand,  a 
verdict  of  guilty  can  be  found  against  an  offending  doctor  only  by  a  unanimous 
vote  of  the  seventeen  members  of  the  Medical  Grievance  Committee.  This  weights 
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the  effect  of  law  more  heavily  in  favor  of  a  physician  defending  his  license  to 
practice  than  is  true  of  other  accused  persons  in  civil  and  criminal  court  pro- 
ceedings. The  desirability  of  reform  in  this  and  allied  legal  processes  related  to 
medicine  are  visible  today  because  of  Mr.  Hyman's  initiative.  The  patient  consent 
requirements  of  all  New  York  City  hospitals  are  more  strictly  drawn  now  in 
acknowledgement  of  the  correctness  of  his  attitude.  What  recognition  has  Mr. 
Mr.  Hyman  received  for  his  extraordinary  exhibition  of  public  spirit?  The  nom- 
inating committee  of  the  board  of  directors  of  the  Jewish  Chronic  Disease  Hos- 
pital of  Brooklyn  declined  to  place  his  name  on  the  ballot  for  re-election  to  the 
three-year  term  beginning  with  the  year  1966. 


[From  Science.  Feb.  7,  1964] 

Human  Experimentation  :  Cancer  Studies  at  Sloan-Kettering  Stir  Public 
Debate  on  Medical  Ethics 

(By  Elinor  Langer) 

New  York,  N.Y. — For  about  a  decade  a  team  of  cancer  researchers  led  by 
Chester  M.  Southam  of  the  Sloan-Kettering  Institute  for  Cancer  Research  has 
been  injecting  human  beings  with  live  cancer  cells  in  order  to  study  human  im- 
munity to  cancer.  Their  work  has  been  widely  regarded  as  among  the  most 
promising  of  all  lines  of  research  on  cancer,  and  it  has  been  far  from  secretive.  As 
results  accumulated,  at  least  18  reports  were  published  in  well-circulated  scien- 
tific journals.  The  contributing  scientists  have  also  described  their  activities  in 
lectures  and  symposiums  held  round  the  world. 

Two  weeks  ago  the  work  became  the  focus  of  an  internecine  battle  in  the 
Jewish  Chronic  Disease  Hospital  in  Brooklyn,  N.Y.,  which  was  cooperating  with 
Sloan-Kettering  on  one  stage  of  the  research,  and  sensational  charges  concerning 
the  conduct  of  the  experiments  were  dramatized  by  the  New  York  papers.  The 
most  spectacular  allegation  is  that  some  of  the  experiments  have  been  performed 
without  the  informed  consent  of  the  participants.  The  charges  have  set  off  an 
investigation  by  the  state  Board  of  Education,  a  legal  joust  over  hospital  records 
in  the  State  Supreme  Court,  and,  at  least  in  New  York,  the  hottest  public  debate 
on  medical  ethics  since  the  Nuremberg  trials  of  Nazi  physicians — an  analogy  not 
lost  on  some  of  the  city's  more  flamboyant  journals.  Insofar  as  they  can  be 
separated  from  the  insinuations,  the  facts  in  the  imbroglio  are  these. 

Between  February  1954  and  July  1956,  in  their  first  human  experiments  in 
cancer  immunology,  Southam's  group  worked  with  14  patients  in  Memorial 
Hospital  with  advanced  incurable  cancer,  inoculating  them  with  cancer  cells 
different  from  their  own.  According  to  a  Sloan-Kettering  spokesman,  these  pa- 
tients knew  that  they  were  receiving  cancer  cells,  understood  the  reasons  for  the 
experimentation,  and  consented  to  it  orally.  It  was  discovered  that  the  implanted 
cancer  cells  did  grow  in  the  cancer  patients  and  produced  small  nodules  which, 
if  they  were  not  excised,  continued  to  grow  4  to  6  weeks,  then  regressed  spontane- 
ously and  completely  (Science,  25  Jan.  1957) . 

The  implanted  cancer  cells  appeared  to  have  no  effect  on  the  course  of  the 
patients'  own  disease.  There  were  no  untoward  effects  of  these  experiments  on 
the  patients,  nor  had  there  been  any  theoretical  reason  to  expect  any.  There 
were,  however,  three  complications,  reports  of  which  have  been  excavated  to 
promote  current  accusations  that  the  later  stages  of  the  work  involved  great  risks 
of  "causing  cancer"  (this  is  denied  by  the  researchers).  Two  of  the  patients, 
suffering  from  what  was  thought  to  be  incurable  cancer  at  the  time  of  the  implan- 
tations, died  before  the  anticipated  regressions  had  occurred.  In  four  patients 
cancer  growth  recurred  at  the  site  of  the  implants,  after  excision  of  the  nodules.  • 
And  in  one  patient  the  implanted  cells,  were  found  to  have  metastasized. 

At  about  the  same  time  the  researchers  had  established  that  implants  of  nor- 
mal cells  did  not  grow  in  cancer  patients.  It  was  also  found  that  the  cancer 
patients  did  not  in  general  lack  immune  reactions  to  other  diseases.  To  test  the 
theory  that  cancer  patients  lacked  immunity  to  the  cancer  cell  implants,  it  was 
then  necessary  to  demonstrate  that  the  effects  observed  with  cancer  patients  did 
not  also  occur  in  healthy  individuals.  At  this  stage  the  doctors  faced  a  choice  that 
has  confronted  researchers  since  the  beginning  of  experimental  medicine  :  Should 
they  use  themselves  as  subjects? 

It  is  not  very  clear  how  this  dilemma  was  resolved.  Sloan-Kettering  last  week 
issued  a  press  release  stating  that  the  researchers  did  inject  themselves  with  j 
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cancer  cells  and  established  the  safety  of  the  procedure,  before  trying  out 
larger-scale  experiments  at  the  Ohio  State  Penitentiary.  Southam,  however, 
who  ought  to  know,  said  in  an  interview  with  Science  that,  although  there  was 
no  theoretical  likelihood  that  the  injections  would  produce  cancer,  he  had  none- 
theless been  unwilling  to  inject  himself,  or  his  colleagues,  when  there  was  a 
group  of  normal  volunteers  at  the  Ohio  Penitentiary  fully  informed  about  the 
experiment  and  its  possible  risks  and  nonetheless  eager  to  take  part  in  it.  "I 
would  not  have  hesitated,"  Southam  said,  "if  it  would  have  served  a  useful 
purpose.  But,"  he  continued,  "to  me  it  seemed  like  false  heroism,  like  the  old 
question  whether  the  General  should  march  behind  or  in  front  of  his  troops.  I 
do  not  regard  myself  as  indispensable — if  I  were  not  doing  this  work  someone 
else  would  be — and  I  did  not  regard  the  experiment  as  dangerous.  But,  let's 
face  it,  there  are  relatively  few  skilled  cancer  researchers,  and  it  seemed  stupid 
to  take  even  the  little  risk." 

From  100  fully  informed  volunteers  at  Ohio  ("The  inmates  at  Ohio  have  a 
terrific  reputation  for  enthusiastic  participation  in  medical  research,"  Southam 
said),  14  men  were  chosen.  Their  explicit,  detailed  consent  was  obtained  in 
writing.  In  May  1956,  what  was  presumably  the  first  injection  of  live  cancer 
cells  into  healthy  human  beings  took  place.  As  anticipated,  the  healthy  subjects 
did  in  fact  reject  the  cancer  cells,  and  at  a  rapid  rate.  Four  weeks  after  implan- 
tation the  nodules  had  completely  regressed,  and  there  were  no  recurrences. 
Since  the  first  trials,  a  variety  of  experimental  refinements  have  been  pursued 
at  Ohio,  and  although  it  was  reasonably  certain  that  the  tests  involved  no  risks, 
in  every  case  experimentation  on  healthy  volunteers  has  been  accompanied  by 
informed,  written  consent. 

At  the  same  time,  however,  research  was  also  proceeding  on  individuals  who 
were  not  healthy,  first  on  cancer  patients  at  Memorial  Hospital,  later  on  patients 
with  other  advanced  diseases  at  the  Jewish  Chronic  Disease  Hospital  in  Brook- 
lyn. Although  ail  the  facts  are  not  yet  in,  it  is  at  least  clear  that  the  precedents 
of  frankness  and  written  consent  established  with  the  healthy  volunteers  were 
not  followed  with  either  group  of  hospitalized  patients.  Since  the  circumstances 
of  the  experimentation  at  the  two  institutions  diverge  considerably,  it  is  neces- 
sary to  look  at  the  two  separately. 

THE  WORK  AT  SLOAN-KETTERING 

At  Sloan-Kettering,  studies  on  the  rate  of  rejection  of  implanted  cancer  cells 
in  patients  with  advanced  cancer  proceeded  steadily  after  the  initial  research. 
Somewhere  along  the  line,  however,  the  practice  of  fully  explaining  the  experi- 
ment to  the  patients  and  obtaining  their  informed  consent  was  replaced  by  the 
practice  of  obtaining  oral  assent  only  to  a  vague  description  of  the  procedures, 
in  which  the  word  cancer  was  entirely  omitted  and  patients  were  merely  told 
that  they  would  be  receiving  "some  cells." 

Does  this  constitute  consent?  Does  it  adequately  protect  the  patients?  the 
institution?  the  researchers?  Sloan-Kettering  evidently  no  longer  thinks  so,  and 
it  has  just  announced  that  henceforth  it  will  insist  on  written  consent  for  all 
such  work.  Southam,  however,  who  is  primarily  responsible  for  the  procedures 
followed,  is  exceedingly  reluctant  to  see  them  changed,  despite  considerable 
public  pressure  and  criticism  from  some  fellow  medical  researchers. 

"We  stopped  telling  them  they  were  getting  living  cancer  cells  when  it  was 
well  established  that  there  was  no  risk,"  Southam  said  last  week.  "We  knew  that 
rejection  would  occur ;  the  only  thing  we  didn't  know  was  when.  This  has  caused 
some  trouble  because  rejection  did  not  always  occur  before  the  death  of  the 
already-terminal  patient ;  but  I  know,  though  I  can't  prove,  that  rejection  would 
have  occurred.  Only  in  very  advanced  cases  is  there  even  the  smallest  chance  of 
the  cells'  growing.  All  I  can  say  is  that  within  any  reasonable  definition  of  the 
words  'no  risk'  there  was  no  risk. 

"The  reason  we  did  not  tell  them,"  Southam  continued,  "was  for  their  sake, 
not  ours.  The  cancer  patients  at  Memorial  Hospital  seem  to  develop  a  bizarre, 
defensive  reaction  against  the  knowledge  they  have  cancer,  and  I  am  not  sure  I 
would  not  develop  it  too.  To  inform  them  more  explicitly  about  the  experiment, 
this  defense  would  have  to  be  broken  down.  To  what  purpose?  I  told  them  that 
they  would  be  getting  some  cells,  and  I  described  what  would  happen,  but — 
since  I  believed  that  there  was  no  risk  to  them  under  the  circumstances — to  tell 
them  the  nature  of  the  thing  injected  seemed  irrelevant. 

"If  as  a  result  of  this  uproar,"  Southam  concluded,  "either  the  law  or  the 
hospital  regulations  are  changed  to  require  more  explicit  definitions,  of  course  I 
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will  comply.  I  would  be  perfectly  willing  to  utilize  a  complicated  scientific 
description,  or  even  a  commonly  understood  term  such  as  'neoplastic  cells.'  But 
I  do  not  see  why  I  should  be  obliged  to  confront  the  patients  with  the  word 
'cancer.'  " 

Southam's  position,  however  controversial,  was  arrived  at  after  a  good  deal 
of  careful,  sincere  consideration.  However,  at  the  Jewish  Chronic  Disease  Hos- 
pital, officials  have  been  less  willing  to  explain  their  policies  and  illuminate  their 
motivations.  "We  simply  followed  the  pattern  estabished  by  Sloan-Kettering," 
hospital  director  Solomon  Siegel  said  last  week.  But  was  "the  Sloan-Kettering 
pattern"  relevant  to  the  Brooklyn  institution? 

WHAT  HAPPENED  IN  BROOKLYN? 

By  the  summer  of  1963  it  was  well  established  that  normal  subjects  rejected 
implanted  cancer  cells  far  more  readily  than  patients  with  advanced  cancer. 
What  remained  to  be  conclusively  demonstrated  was  that  the  apparent  absence 
of  immunity  noted  in  the  cancer  patient  was  in  fact  attributable  to  cancer,  and 
not  simply  to  the  general  debility  that  accompanies  any  severe,  chronic  illness. 

Since  all  patients  at  Memorial  Hospital  have  cancer,  they  were  not  suitable  for 
this  stage  of  the  research.  Therefore,  Southam  arranged  with  Emanuel  E.  Mandel. 
research  dirpctor  of  the  Jewish  Chronic  Disease  Hospital,  to  conduct  the  experi- 
ment there.  The  experimental  material  was  prepared  by  Southam  and  his  asso- 
ciates, and  they  went  into  the  hospital  to  observe  the  course  of  the  experiment. 
The  actual  conduct  of  the  experiment,  however,  was  left  to  Mandel  and  a  hospital 
physician  under  his  direction,  who  last  July  administered  the  cancer  cells  to 
22  patients.  Last  week,  it  was  announced  that  the  diseased  patients  had  rejected 
the  cancer  implants  just  as  promptly  as  healthy  subjects  do. 

In  August,  however,  three  physicians  resigned  from  the  Jewish  Chronic  Disease 
Hospital,  allegedly  in  protest  over  the  way  the  experiment  had  been  conducted. 
When  an  ad  hoc  medical  grievance  committee,  convened  by  the  hospital  to  investi- 
gate their  charges,  found  no  irregularities  and  instead  commended  the  research, 
the  physicians  (who  have  not  been  publicly  identified)  are  reported  to  have  taken 
their  complaints  to  William  A.  Hyman,  a  New  York  lawyer  who  is  also  one  of  the 
hospital's  directors.  Hyman  was  refused  access  to  the  patients'  records,  and  he 
protested  to  the  Board  of  Directors.  The  Board  voted  to  endorse  the  grievance 
committee  report.  And  Hyman,  calling  the  procedures  a  "whitewash,"  took  his 
story  to  the  Brooklyn  Supreme  Court  (and  the  New  York  newspapers),  making 
f  ormal  application  to  obtain  access  to  the  relevant  records. 

"The  22  patients."  Hyman  said  in  an  interview  with  Science  last  week,  "were 
between  43  and  83  years  old.  All  were  sick.  They  were  not  informed  that  they  were 
being  given  live  cancer  cells,  and  did  not  consent  to  it.  'Some  of  the  patients  were 
not  even  capable  of  .giving  consent :  several  were  senile,  some  spoke  only  Yiddish, 
and  one  was  deaf.  Four  of  the  participants  in  the  experiment  are  now  dead."  As 
to  the  alleged  safety  of  the  experiments,  Hyman  points  out  that  no  one  could  say 
for  sure  that  they  would  have  no  adverse  effects  on  the  patients'  own  illnesses.  "If 
they  knew  that  the  tests  would  be  harmless."  Hyman  asked,  "why  would  they  have 
had  to  do  them?" 

How  accurate  are  Hyman's  charges  that  the  patients  were  neither  adequately 
informed  nor  competent  to  give  their  consent?  The  details  will  not  be  known 
unless  a  court  orders  opening  of  hospital  records,  and  perhaps  not  even  then. 
(Records  from  both  the  Chronic  Disease  Hospital  and  Sloan-Kettering  are  also 
being  solicited  by  the  New  York  State  Board  of  Education's  Division  of  Profes- 
sional Conduct,  which  is  investigating  whether  any  of  the  physicians  involved 
hnve  violated  professional  standards.  If  they  have,  the  Board,  which  licenses 
professional  personnel,  could  take  disciplinary  action  such  as  censure  or  suspen- 
sion of  licenses.  There  is  some  question,  however,  whether  hospital  records  may 
legally  be  disci  ospd,  and  the  inquiry  and  subsequent  action  of  the  Board  may 
have  to  proceed  without  them. ) 

But  whether  or  not  any  of  the  charges  is  ever  explicitly  substantiated,  enough 
has  been  learned  to  suggest  that  Hyman's  allegations  are  not  entirely  fanciful.  It 
is  now  established  that  the  Brooklyn  hospital  did  not  tell  the  patients  that  tliey 
were  receiving  cancer  cell  injections,  and  that  they  were  not  asked  for  written 
consent.  Hospital  director  Siegel,  like  spokesmen  for  Sloan-Kettering,  asserts  that 
the  patients  were  told  they  were  receiving  "some  cells,"  and  that  they  gave  oral 
consent.  But  in  this  case,  did  not  the  greater  uncertainty  of  the  effects  of  the  can- 
cer implants  on  the  chronically  ill  subjects  warrant  an  even  more  scrupulous 
attention  to  the  facts  presented  them?  And  did  the  patients,  even  had  they  been 
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given  all  the  facts,  have  unimpaired  ability  to  make  an  intelligent,  voluntary 
judgment  about  their  participation?  The  arguments  of  the  Sloan-Kettering 
researchers — That  the  safety  of  their  experiments  on  terminal  cancer  patients  was 
assured,  and  that  the  patients  had  a  unique  horror  of  the  word  cancer — do  not 
seem  easily  transferable  to  the  situation  in  Brooklyn. 

AX  ETHICAL  WILDERNESS? 

A  myriad  of  questions  emerges  from  the  New  York  case,  and  one  at  least 
demands  attention.  Are  there  adequaTe  ethical  guideposts  for  medical  research  on 
human  subjects?  The  AM  A  and  the  Public  Health  Service  adhere  in  essence  to  the 
principles  enunciated  by  the  Nuremberg  Tribunal :  and  the  researcher  is  subject 
also  to  a  general  cultural  insistence  on  humane  treatment  of  human  beings.  But 


in  connection  with  the  doctor-patient  relationship— that -the  physician  experiments 

when  confronting  the  ethical  dilemmas  that  must  accompany  each  phase  of  experi- 
mentation on  human  beings,  the  researcher  must  rely  to  a  large  extent  on  his  own 
judgment.  The  absence  of  legal  guidance  for  these  delicate  situations  raises  two 


researcher,  who  is  allowed  considerable  discretion,  or  the  institution  that  pays 
the  bills?  Would  a  court  support  the  scientists^  definition  of  "no  risk"?  Would 

apart  from  the  patient's  own  therapy?  Even  a  written  consent  does  not.  accord- 
ing to  XIH's  legal  counsel,  have  a  secure  legal  status.  But  it  could  do  the  re- 
searcher no  harm  to  have  one  in  his  pocket. 

But  if  the  researchers  appear  vulnerable,  the  hospitalized  patients  appear  even 
more  so.  What  justifies  the  rather  marked  distinction  made  between  the  treat- 
ment of  volunteer  subjects  at  the  Ohio  Penitentiary  and  that  of  the  patients 
at  the  two  Xew  York  hospitals  ? 

Although  in  a  prison  context  the  hope  of  "time  off"  might  be  considered  a  quali- 
fying factor,  it  appears  safe  to  say  that  the  element  of  coercion  was  absent  and 
the  prisoners  chose  freely  to  participate.  A  story  about  the  experiment  appeared 
in  the  prison  newspaper ;  100  men  volunteered ;  and  the  required  number  were 
chosen  The  participation  of  the  hospial  patients  was  brought  about  in  a  different 
fashion.  Presumably  they  too  were  free  to  refuse  to  cooperate.  But  they  had  been 
pre-selected  for  special  characteristics  essential  to  the  research,  they  were  ap- 
proached individually  by  persons  in  positions  of  authority  in  the  hospitals,  and 
they  were  shielded  from  full  knowledge  of  the  facts. 
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of  the  National  Institutes  of  Health,  for  example,  where  patients  are  chosen 
for  their  relevance  to  research  projects,  the  very  presence  of  the  patient  is  taken 
to  indicate  his  tacit  consent.  The  releases  obtained  for  research  involving  patients 
are  not  nearly  as  detailed  as  the  releases  obtained  for  normal  volunteers. 

The  Food  and  Drug  Administration's  recent  regulations  on  patient  consent  to 
drug  experimentation  have  generated  a  good  deal  of  discussion  on  experimental 
ethics,  and  the  events  in  Xew  York  are  sure  to  promote  more.  For  this,  re- 
searchers, administrators,  and  patients  alike  should  only  be  thankful.  It  is  not 
easy  to  weigh  the  well-being  of  the  experimental  subject  against  the  need  to  pro- 
mote medical  knowledge,  and  many  of  the  questions  may  have  no  clearcut 
answers.  But  the  situation  at  present  appears  rather  perilous  for  everyone. 

Mr.  Copaiax.  Our  next  witness  is  Dr.  Harold  Watts,  director.  In- 
stitute for  Research  on  Poverty,  University/  of  Wisconsin, 

Dr.  Watts,  we  are  pleased  to  nave  you  appear  before  the  committee, 
and  we  appreciate  your  patience.  If  you  would  care  to  summarize  your 
statement,  it  could  appear  in  the  record  in  full.  But  I  will  leave  it  up 
to  you  as  to  how  you  wish  to  proceed. 
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STATEMENT  OF  HAROLD  W.  WATTS,  PROFESSOR  OF  ECONOMICS, 
AND  DIRECTOR,  INSTITUTE  FOR  RESEARCH  ON  POVERTY,  UNI- 
VERSITY OF  WISCONSIN 

Mr.  Watts.  I  shall  do  that  and  would  appreciate  it  if  it  could  be 
introduced  in  full  in  the  record. 

I  am  grateful  to  the  committee  for  the  opportunity  to  appear  here 
and  to  express  my  views  on  the  family  assistance  plan.  This  legislation 
marks  a  sharp  and  historic  departure  from  past  practices,  and  your 
committee's  responsibility  for  review  and  revision  is  extremely 
important. 

In  general,  I  perhaps  should  make  a  remark  or  two  about  my  back- 
ground in  this  area. 

I  am  director  of  the  Institute  for  Research  on  Poverty,  which  is 
operating,  I  think,  a  quite  important  experiment  in  New  Jersey  and 
in  Pennsylvania,  which  does  administer  and  operate  a  plan  very 
similar  to  some  parts  of  the  family  assistance  program.  In  the  process 
of  designing  and  administering  this  experimental  program,  we  have 
had  to  solve  many  of  the  same  problems  that  face  the  administration  in 
preparing  this  legislation  and  the  problems  that  face  this  committee 
in  its  reviewing  of  it. 

In  general,  I  do  support  the  bill  and  its  purposes.  But  there  are 
severe  limits  on  any  major  reform  in  this  income  maintenance  area. 
Major  reform  just  can't  be  done  for  $3  or  $4  or  $5  billion,  so  an 
extremely  hard  question  is  being  placed  before  the  administration  and 
this  committee. 

I  think  the  administration  has  come  up  with  a  pretty  good  answer 
to  it.  I  think  in  general  that  it  is  possible  to  reduce  and  eliminate 
poverty  and  dependency  as  well  in  this  country.  But  it  can't  be  done 
(raickly,  and  it  can't  be  done  cheaply.  A  program  of  this  type,  I  believe, 
is  an  indispensable  part.  It  is  also  one  that  we  can  do  now. 

More  money  will  be  needed,  I  think,  in  the  future  to  raise  the  levels. 
I  am  sure  this  is  a  message  you  have  heard  before.  And  we  also  need 
more  and  better  programs  of  other  sorts. 

In  this  connection,  the  rehabilitative  effect  of  cash  by  itself  is  not 
small  and  not  to  be  neglected.  There  is  a  great  deal  of  capacity  in  the 
persons  of  the  poor  population  which,  given  resources  to  work  with, 
can  do  quite  a  lot.  Sheer  money  will  serve  some  of  the  same  purposes 
as  our  detailed  service  programs. 

At  this  point  the  system  we  have  for  administering  both  cash  and 
services  is  satisfactory  to  no  one,  and  I  regard  this  bill  as  being  one 
part  of  a  hopeful  way  to  produce  a  better  one.  This  bill  can  at  this 
point  be  made  better,  and  I  would  like  now  to  summarize  very  briefly 
several  points  which  I  make  in  my  testimony. 

One  very  pervasive  problem  is  the  lack  of  complete  specification  of 
what  the  plan  is  and  how  it  will  work.  Again  and  again  matters  are 
left  to  the  discretion  of  the  Secretary,  the  Secretary  of  HEW  in  most 
cases  or  the  Secretary  of  Labor. 

I  would  very  much  urge  that  the  committee,  as  it  goes  over  the  bill, 
place  itself  in  the  frame  of  mind  of  reviewing  a  revenue  measure 
rather  than  a  welfare  measure.  I  think  we  would  not  be,  and  this  com- 
mittee would  not  be,  at  all  happy  with  an  Internal  Revenue  Code  which 
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left  as  many  things  to  the  determination  of  the  Secretary  or  to  other 
levels  of  authority  as  this  bill  does. 

I  believe  the  provision  of  a  system  of  income  support  which  is  as 
closely  specified  and  as  routinely  administered  as  our  Internal  Revenue 
Code  is,  is  a  very  important  part  of  the  kind  of  reform  that  we  need. 
All  of  the  discretion  cannot  be  taken  out  of  the  administration  of  cash 
benefits,  but  I  think  a  great  deal  of  it  can  be.  We  will  continue  to  need 
a  small  emergency  program,  but  that  is  all. 

I  would  like  to  second  the  remarks  that  I  have  heard  made  earlier 
today — and  probably  have  been  made  before — urging  that  the  system 
be  fully  Federal  in  terms  of  financing  and  administration,  particularly 
for  administration.  I  believe  the  section  which  allows  for  State  opera- 
tion of  the  system  should  be  removed  from  the  bill.  Many  of  the  liabili- 
ties of  our  current  system  come  from  the  variety  both  of  authorized 
differences  among  States  and  again  in  the  variety  of  unauthorized 
differences. 

This  is  the  time,  I  believe,  to  shift  to  a  fully  Federal  system.  And, 
as  Commissioner  Ginsberg  was  saying,  there  certainly  are  plenty  of 
other  things  for  the  personnel  and  the  bureaucracy  in  the  State  wel- 
fare systems  to  do  in  terms  of  services. 

I  would  like  to  recommend  the  importance  of  the  accounting 
period — for  measuring  the  income  on  which  the  size  of  the  benefits  are 
based.  This  is  a  completely  unappreciated  area  of  importance.  The 
equity  of  the  system  as  now  designed  will  depend  very  ,  much  on  how 
the  people  who  have  different  seasonal  patterns  of  income  are  treated. 

Our  Internal  Revenue  laws  with  regard  to  the  individual  income  tax 
do  use  an  annual  period — treating  people  equally  who  have  the  same 
average  income  over  the  year.  I  think  the  system  should  use  an  annual 
period,  just  to  avoid  treating  the  man  who  has  a  variable  income — 
sometimes  very  small  other  times  very  large — more  generously  than 
the  man  with  a  regular  weekly  wage. 

I  think,  moreover,  it  is  possible — and  this  is  something  that  we  have 
developed  in  the  experimental  work — to  provide  that  kind  of  equity, 
and  at  the  same  time  provide  the  responsivness  that  comes  from  fairly 
frequent  changes  in  the  level  of  benefits.  We  are  working  in  Xew 
Jersey  with  a  monthly  reporting  period,  and  payment  size  can  change 
as  frequently  as  once  a  month  if  their  income  changes. 

Using  another  device  (which  is  very  much  like  the  carryback  feature 
or  carry-forward  feature  that  the  tax  laws  use)  we  can  then  avoid 
making  high  payments  to  people  who  have  high  incomes  part  of  the 
year,  low  incomes  in  other  parts  of  the  year. 

Another  area  that  I  think  is  important — and  I  have  heard  it  men- 
tioned before  today — is  the  need  for  standards  in  specifying  the  work 
programs,  the  work  test. 

I,  myself,  have  mixed  feelings  about  minimum-wage  laws  and  some 
of  the  other  legislation  relating  to  employment.  But  I  think  they  can 
provide  some  protection ;  and  whatever  protection  they  can  provide  is 
extremely  important,  if  we  are  using  coercion  (in  the  form  of  denying 
benefits)  to  force  people  to  take  jobs. 

I  am  less  concerned  with  someone  taking  a  voluntary  job  for  45 
cents  an  hour,  than  I  am  if  it  is  coerced  on  him.  I  think  the  thrust  of 
the  bill  is  to  rely  on  incentives,  and  I  think  we  ought  to  do  so  even  more 
resolutely.  The  main  problems  in  the  employment  area  are  a  shortage 
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of  reasonably  good  jobs  at  low  qualification  levels,  and  shortage  of 
programs  that  really  do  a  good  job  of  training  people  and  preparing 
them  for  work. 

If  we  have  the  kinds  of  incentives  that  are  in  this  bill — and  I  think 
those  might  be  improved — I  don't  think  we  will  have  a  problem  getting 
people  to  take  good  jobs,  or  really  effective  kinds  of  training  programs. 
We  don't  have  good  jobs  or  really  effective  kinds  of  training  programs, 
and  I  think  we  should  not  go  too  far  in  the  direction  of  forcing  people 
to  take  them. 

In  the  interest  of  reducing  the  time,  I  will  skip  some  of  the  areas 
that  I  remark  on  in  the  written  testimony. 

One  I  would  like  to  mention  is  the  resources  or  asset  test  for  eligi- 
bility. Two  criticisms  are  in  order  there,  I  think. 

There  should.  I  believe,  be  an  upper  limit  on  the  size  of  those  items 
that  are  excluded  from  income.  I  don't  think  a  house  of  any  value 
ought  to  be  ignored — and  similarly  for  the  other  items  at  present 
completely  excluded  from  income. 

But  I  think  a  more  fundamental  kind  of  change  is  in  order  here 
and,  again,  follows  from  trying  to  approximate  more  nearly  the  kind 
of  provisions  we  have  in  our  tax  laws  in  the  case  of  provision  of 
income  maintenance. 

With  rather  small  exclusions  one  might  attempt  a  measure  of  family 
net  worth  and  then  include  a  fixed  and  fairly  arbitrary  fraction  of 
that  net  worth  in  income — say,  10  percent  of  the  total  of  the  net 
worth — as  income.  For  most  poor  families  this  doesn't  really  come 
into  play  at  all,  but  it  is  quite  an  effective  device  for  eliminating 
benefits  for  those  few  people  who  could  otherwise  take  advantage- 
one  would  certainly  say  an  unfair  advantage — of  this  bill  by  their 
assets. 

A  final  comment  that  I  would  like  to  make  has  to  do  with  the 
prospective  combination  of  the  food  stamp  program  and  the  family 
assistance  program. 

As  has  been  commented  before  today,  there  is  an  effective  addition 
to  the  size  of  the  minimum  benefit  coming  from  food  stamps,  which 
would  raise  it  to  nearly  $2,400.  However,  as  it  now  stands — with 
separate  bills  going  through  separate  committees — we  have  the  pros- 
pect of  essentially  two  negative  income  tax  type  programs.  Without 
going  into  detail,'  I  would  beg  your  agreement  at  this  point  that  they 
are  essentiallv  negative  income  tax  programs  which  could  potentially 
work  with  different  income  definitions,  different  eligibility  criteria, 
different  family  definitions,  and  certanly  different  forms  for  the 
paper  work. 

I  think  it  is  very  unfortunate  to  confront  the  people  who  are  going 
to  have  to  avail  themselves  of  these  programs,  with  such  a  confusing 
array  of  regulations,  forms,  and  so  on. 

I  myself  think  there  are  two  ways  to  solve  this  problem.  If  it  is 
possible  to  divert  the  enthusiasm  for  food  programs  by  pointing  out 
that  additional  funds  in  the  hands  of  poor  people  do  get^  spent  on 
food  in  very  large  measure — if  by  that  sort  of  argument,  it  is  clear 
that  the  objectives  of  the  food-stamp  programs  can  be  met  in  part  by 
the  family  assistance  program  as  it  stands,  and  perhaps  nearly  in 
entirety  by  a  family  assistance  plan  which  is^  augmented  to  the  com- 
bined level  of  the  two  programs,  then  I  think  that  is  the  way  we 
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should  go,  and  work  within  one  program,  one  administrative  agency, 
one  set  of  rules,  and  so  on. 

If  that  cairt  be  done,  then  perhaps  a  minor  compromise  would  be 
to  set  part  of  the  benefits  to  be  made  in  the  form  of  grocery  store 
money,  which  is  the  kind  that  is  essentially  contemplated  for  the 
food-stamp  programs.  I  think  it  should  be  a  relatively  small  part — 
small  enough  so  that  it  would  not,  in  the  vast  majority  of  cases,  press 
on  people's  natural  inclinations  to  spend  a  good  share  of  their  money 
on  food.  If  one  pushes  beyond  that  level  very  far,  you  do  get  into 
very  definite  enforcement  problems.  One  can  certainly  develop  black 
markets  for  grocery  store  money,  in  which  it  can  be  sold  for  almost 
as  much  as  it  is  worth.  This  is  contrary  to  the  intent.  It  would  require 
enforcement,  and  if  it  becomes  costly,  it  could  very  easily  nullify  what- 
ever small  advantage  you  can  get  from  that  kind  of  device. 

With  that,  and  again  in  view  of  the  lateness  of  the  hour,  I  will 
close  and  thank  the  committee  for  its  patience,  and  express  my 
sympathetic  appreciation  for  the  difficulty  of  legislating  in  this  area. 
I  want  also  to  express  my  conviction  of  the  importance  and  urgency 
of  this  legislation. 

Thank  you. 

(The  statement  referred  to  follows :) 

Prepared  Statement  of  Harold  W.  Watts,  Professor  of  Economics,  and 
Director,  Institute  for  Research  on  Poverty,  University  of  Wisconsin 

I  am  grateful  to  your  Committee  for  this  opportunity  to  appear  here  and  to 
express  mv  views  on  the  Family  Assistance  Plan.  This  legislation  marks 
a  sharp  and  historic  departure  from  past  practices,  and  your  Committee's 
responsibility  for  review  and  revision  is  extremely  important.  I  would  like  to 
request  that  my  testimony  be  entered  in  full  into  the  record,  so  that  I  may 
summarize  it  in  the  brief  time  I  have  here. 

I  have  been  concerned  with  the  problems  of  welfare  reform  continuously  and 
intensively  since  July  1965,  when  I  joined  the  research  staff  of  the  Office  of 
Economic  Opportunity.  On  returning  to  the  University  of  Wisconsin  I  was 
named  Director  of  the  Institute  for  Research  on  Poverty,  which  has  since  its 
inception  devoted  a  major  share  of  its  efforts  to  study  of  the  problems  of  welfare 
and  alternatives  for  drastic  change  in  our  policies  for  providing  income  support. 
In  the  fall  of  1967  we  began  work  in  conjunction  with  Mathematica  to  design 
an  experiment  sponsored  by  OEO  aimed  at  estimating  the  effectiveness  of  Nega- 
tive Income  Tax  ideas.  This  experimental  effort,  the  Graduated  Work  Incentive 
Experiment,  began  making  payments  to  experimental  families  in  New  Jersey  in 
the  summer  of  1968.  This  work  has  proceeded  and  there  are  now  approximately 
700  families  receiving  benefits  under  this  program.  Our  Institute  is  also  engaged 
in  a  comparable  program  in  North  Carolina  and  Iowa,  but  it  is  not  as  far  along 
as  the  one  in  New  Jersey. 

In  this  work  we  have  necessarily  faced  most  of  the  problems  involved  in 
drawing  up  legislation  for  national  implementation.  We  have  engaged  in  exten- 
sive research  in  order  to  make  our  rules  a  model  that  is  practicable  and  suitable 
for  countrywide  application. 

From  this  experience  I  would  like  to  offer  some  general  comments  about  the 
Family  Assistance  Plan  as  presented  by  the  Administration ;  and  then  proceed 
to  a  number  of  criticisms  directed  at  specific  features  of  the  Bill  as  currently 
written. 

A  number  of  very  severe  constraints  have  been  observed  in  drafting  this 
bill — (i)  limited  total  cost,  (ii)  no  benefit  reductions  for  current  recipient 
classes,  and  (iii)  cost  reductions  for  all  states  to  name  the  most  important  ones. 
Within  these  limitations  any  effort  to  produce  a  major  revision  and  reform  is 
difficult ;  and,  as  in  any  hard  choice,  the  arguments  for  the  competing  alternatives 
are  nearly  as  strong  as  those  for  the  recommended  one.  I  believe  they  have,  on 
balance,  made  good  choices  and  have  produced  a  Bill  which  promises  to  reduce 
or  eliminate  many  of  the  problems  in  our  current  system.  Complete  realization 
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of  its  potential  will  have  to  await  the  availability  of  more  generous  funds ;  but 
the  main  thrust  of  the  Bill  is  in  the  right  direction. 

A  very  pervasive  criticism  is  that  not  enough  choices  ivere  made.  At  too  many 
points  the  Bill  calls  for  prescriptions  and  provisions  by  the  Secretary  on  matters 
that  are  of  paramount  importance  to  the  effectiveness  of  the  program — income 
definitions,  accounting  periods,  eligibility  criteria,  the  basis  for  payments  to 
states,  etc.  While  it  may  be  typical  for  welfare  legislation  to  be  written  with 
wide  discretionary  authority  lodged  in  the  Secretary,  and  with  substantial  fur- 
ther discretion  all  the  way  down  to  the  case  worker,  one  of  our  major  oppor- 
tunities at  this  time  is  to  transform  that  system  into  a  system  of  laws  rather 
than  one  of  individual  determinations.  One  of  the  most  salutary  things  that  can 
be  done  with  limited  funds  is  to  approach  the  degree  of  explicitness  precision 
we  find  in  the  personal  and  corporate  income  tax  laws. 

Much  of  the  dissatisfaction  with  our  current  welfare  system  stems  directly 
from  discretion  at  the  lower  levels  of  authority.  The  inequities  resulting  from 
uneven  and  sometimes  capricious  use  of  this  discretion  are  bad  enough,  but  it 
can  also  be  argued  with  some  merit  that  the  experience  of  face-to-face  dealing 
with  one  who  has  the  authority  to  withdraw  or  grant  a  principal  means  of  sup- 
port itself  encourages  and  even  promotes  the  very  habits  and  attitudes  of 
dependency  our  society  is  at  some  pains  to  eliminate. 

No  one  should  presume  that  either  discretion  or  dependency  can  be  completely 
eliminated  but  I,  and  a  great  many  other  students  of  the  problem,  are  convinced 
that  a  isystem  which  can  provide  basic  income  support  on  known  and  routinely- 
applied  terms  is  an  indispensable  part  of  any  complete  strategy  for  reducing 
public  dependency  to  its  absolute  minimum. 

Now  I  would  like  to  turn  to  a  rather  long  list  of  problem  areas  that  I  regard 
as  important  and,  in  varying  degrees,  capable  of  solution.  I  would  re-emphasize 
that  despite  the  number  of  problems,  the  bill  is  a  good  answer  to  a  hard  question. 
I  think  it  can  be  made  better  and  toward  that  end  I  will  discuss  in  turn  : 

( a)  The  case  for  a  resolutely  Federal  program. 

(h)  The  importance  of  the  time-period  for  accounting  income  in  order  to  gain 
equity  and  responsiveness. 

(c)  The  need  for  standards  in  the  compulsory  work  requirement, 

(d)  The  legality  of  the  treatment  of  stepfathers  and  the  purpose  of  the  special 
treatment  of  unrelated  individuals. 

(e)  The  unlimited  exclusions  of  some  assets  and  the  ease  of  evading  the  $1500 
resource  limit. 

(/)  The  cost  and  appropriateness  of  direct  provision  of  child  care  services. 

(g)  The  allowance  of  a  set-aside  amount  for  only  the  first  earner. 

(h)  Compounded  tax  rates  where  FAP  and  the  Individual  Income  Tax  overlap. 

(i)  Inequities  arising  from  the  State  Supplement  for  unemployed  parent  cases. 
( j)  Incentives  and  uncertainties  in  plan  for  reimbursing  states. 

(7c)  The  interaction  of  FAP  with  Food  Stamp  Programs  and  the  hazards  of 
independent  enactment. 

ADMINISTRATION 

Section  461(b)  provides  an  option  under  which  the  family  assistance  payments 
could  be  administered  by  individual  states  for  all  or  some  part  of  the  eligible 
families.  This  option  is  contrary  to  important  expressed  purposes  of  the  bill  and 
should  be  eliminated. 

Many  of  the  inequities  of  our  present  welfare  system  derive  from  the  state- 
to-state  differences  authorized  by  our  laws.  The  existing  administrative  struc- 
tures in  most  if  not  all  states  have  proven  very  resistant  to  change  in  established 
practices,  even  when  they  become  illegal.  It  is,  therefore,  crucially  important  to 
provide  an  entirely  new  administrative  istructure  if  there  is  to  be  any  real 
movement  toward  uniform,  humane,  and  reasonably  faithful  implementation 
of  the  main  provisions  in  this  bill. 

There  will,  without  question,  be  transitional  strains  involved  in  redirecting 
the  state  bureaucracies  and  in  building  a  new,  wholly  Federal  structure.  But 
unless  we  are  prepared  to  perpetuate  some  of  the  most  persistent  liabilities  of 
the  current  system,  this  is  the  time  to  make  the  change.  As  we  contemplate 
bringing  the  working  poor  into  a  system  of  financial  aid — that  is  moreover  well 
suited  for  more  comprehensive  application  in  the  future — we  will  never  again 
find  such  an  opportunity  to  secure  uniformity  of  standards.  That  is  only  possible 
with  fully  federal  administration. 

I  would  further  urge  that  every  possible  encouragement  be  provided  for  States 
to  conclude  agreements  for  carrying  out  their  supplemental  benefit  programs 
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through  the  Federal  mechanism.  The  arguments  above  relating  to  uniformity 
and  conformity  with  Federal  mandates  holds  here  as  well.  And  if  there  is  to  be, 
in  any  case,  a  Federal  agency  to  administer  the  basic  FAP  benefits,  we  must 
add  to  these  arguments  the  argument  of  efficiency. 

PERIOD  FOR  DETERMINATION  OF  BENEFITS 

Section  442(d)  provides  for  establishing  an  explicit  and  uniform  set  of  rules 
both  for  (1)  the  period  over  which  income  is  accounted,  and  (2)  the  frequency 
of  adjustment  in  the  size  of  the  benefit.  These  same  rules  are  also  to  be  used 
in  the  administration  of  the  state  supplemented  benefits  (Section  452(a)). 
These  rules  as  presently  drawn  up  are  vague  and  unsatisfactorily  specified, 
leaving  a  great  deal  of  discretion  "to  the  Secretary".  Since  important  issues  both 
of  equity  and  efficiency  are  involved  here,  I  urge  that  the  details  be  spelled  out 
much  more  specifically  in  the  legislation  itself. 

It  is  not  generally  appreciated  that  an  important  determinant  of  the  equity 
and  effectiveness  of  the  entire  program  is  exactly  this  question  of  accounting 
period.  The  New  Jersey  Graduated  Work  Incentive  Experiment  is  the  only  avail- 
able source  of  data  on  this.  My  staff  and  I  have  given,  by  now,  almost  two  years 
of  careful  thought  to  the  drafting  and  administering  of  such  rules  in  New  Jersey, 
so  I  feel  equipped  to  deal  with  the  problem  in  some  detail  here. 

The  principle  of  horizontal  equity  requires  that  persons  or  families  in  equivalent 
situations  (in  this  case  regarding  needs  and  income)  be  treated  equally.  This 
principle,  however,  must  be  applied  with  reference  to  some  time  period.  In  the 
case  of  positive  income  taxation,  the  relevant  period  is  taken  to  be  at  least  as 
long  as  one  year.  Using  such  a  standard,  for  example,  it  is  clearly  inequitable  to 
pay  a  benefit  to  someone  whose  seasonal  income  pattern  takes  him  into  the 
eligible  range  for  part  of  the  year,  (but  whose  average  income  over  the  year  is 
above  the  limit)  and  not  pay  a  benefit  to  someone  who  has  a  steady  income  at 
the  same  average  level.  Secondly,  such  a  system  is  wasteful,  since  it  does  not 
restrict  benefits  to  those  who  need  them  most.  And,  thirdly,  such  a  system — in 
as  far  as  people  can  effectively  shift  parts  of  their  income  from  one  part  of  the 
year  to  another — lends  itself  to  ready  abuse. 

Equity,  of  the  sort  I  have  been  discussing  above,  will  not  be  effectively 
promoted  by  the  present  bill,  which  concentrates  on  quarterly  periods  and 
makes  no  mention  of  annual  adjustment.  The  only  safeguard  lies  in  the  Secre- 
tary's discretionary  authority  to  ".  .  .  consider  (income)  as  received  in  another 
period  or  periods."  The  principle  of  equitable  treatment  is  surely  important 
enough  to  be  established  in  the  legislation  itself — which  can  be  done  by  specifying 
that  families  be  considered  equal  who  have  the  same  annual  income,  and  that  this 
be  the  norm  to  be  approached  by  the  Secretary's  regulations. 

Both  equity  and  responsiveness  of  the  system  are  also  importantly  involved 
in  the  related  issues  of  (i)  frequency  of  adjustment  of  benefits,  and  (ii)  speed 
with  which  eligibility  status  is  either  established  or  discontinued.  Although  the 
Act  as  written  does  preserve  the  payments  for  emergency  systems  under  existing 
law,  it  does  not  satisfactorily  minimize  the  instances  in  which  this  form  of  aid 
might  be  required.  Almost  by  definition  a  great  deal  of  case-worker  discretion 
is  necessitated  in  "emergency"  situations.  And  administrative  expense  is  always 
greater  where  individualized  and  ad  hoc  arrangements  must  be  made.  But  it  is 
possible,  as  we  have  found  in  our  experimental  work,  both  to  secure  frequent 
income  reports  and  to  make  frequent  adjustments  in  benefit  levels.  This  can  be  a 
highly  routinized  procedure.  It  achieves  an  impressive  degree  of  equity  over 
longer  periods,  and  it  avoids  entirely  the  need  for  subsequent  recovery  of  over- 
payment. The  much-vaunted  ability  of  the  Family  Assistance  Program  to  supplant 
the  more  familiar  forms  of  public  assistance  wli  depend  on  how  well  it  can  serve 
the  very  real  needs  that  exist.  Certainly  there  will  always  be  a  residual  need  for 
highly  discretionary  emergency  aid,  but  there  are  compelling  reasons  for  making 
that  residual  as  small  as  possible.  The  experience  from  our  experimental  program 
indicates  that  a  responsive  as  well  as  an  equitable  system  can  be  constructed, 
and  that  legislation  should  specify  firmly  the  objectives  and  explicit  rules  to 
attain  it. 

CHILD  CARE  PROVISIONS 

This  Bill  provides  for  deduction  of  child-care  expenses  from  the  income  base 
for  calculation  of  benefits.  It  also  provides  for  direct  provision  of  child-care 
services  (Section  437)  to  enable  family  members  to  undertake  training  or 
employment.  As  indicated  in  the  fact  sheet  (submitted  by  Secretary  Finch) 
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accompanying  the  Bill,  450.000  day-care  slots  will  be  funded  at  $85**  each.  As 
this  is  an  appreciable  part  of  the  cost  of  the  program,  and  as  it  is  likely  to  be 
underestimated  (given  the  natural  propensity  for  imposing  the  high  standards  of 
professional  practice  on  all  aspects  of  such  federal  programs),  we  should  consider 
very  carefully  what  our  objective  really  is. 

There  are  two  possible  objectives  to  keep  clearly  separated  here.  One  is  the 
simple  one  of  providing  essentially  babysitting  care  for  children,  to  enable  a 
mother  for  other  adult)  to  hold  a  job.  The  other  is  the  substantially  more 
ambitious  one  of  providing  some  dramatic  enrichment  of  a  child's  environment 
in  a  manner  which  almost  incidentally  releases  the  mother  to  find  and  hold  a  job. 
With  respect  to  the  first  objective,  it  is  worth  noting  that  the  vast  majority  of 
working  mothers,  at  all  levels  of  income,  seem  to  find  the  more  informal  kinds  of 
babysitting  in  their  own  home  or  in  the  homes  of  others1  a  much  better  bargain 
than  nursery  or  play  schools.  And  there  is  no  evidence  to  suggest  that  the  majority 
is  making  a  foolish  choice. 

It  is  worth  considering,  therefore,  whether  this  more  expensive  means  of  re- 
leasing earners  from  child-care  duties  is  the  one  that  ousrht  to  be  "preferred  by 
the  Family  Assistance  Program  for  persons  who  are  required  by  the  work  test 
to  take  employment  or  training.  There  are  surely  children  in  poor  families  who 
badly  need  "environmental  enrichment,"  and  it  is  possible  that  the  child-care 
renters  of  the  FAP  program  might  provide  this.  But  it  is  hisrhly  questionable 
that  an  independent  assessment  of  the  categories  of  poor  children  who  would 
most  benefit  from  such  enrichment  would  coincide  with  the  group  that  would  be 
eligible  for  them  by  virtue  of  their  parents'  liability  for  referral  under  the 
work  test. 

Thus,  even  in  the  case  of  care  of  children  of  parents  referred  to  compulsory 
work  or  training,  it  would  be  best  to  concentrate  on  the  problem  of  safe  and 
wholesome  custodial  arrangements,  whether  or  not  these  are  institutional  ar- 
rangements. The  enrichment  program  ought  to  be  separate  and  concern  itself 
with  providing  such  opportunities  where  there  are  none,  and  with  reaching  a 
target  group  directly  appropriate  to  its  objectives.  Isn't  this  essentially  what 
vear-round  Head  Start  (perhaps  extended  down  to  2-year  olds)  is  supposed  to 
do? 

WORK  TEST 

Sec.  447  requires  registration  of  certain  family  members  with  the  local  em- 
ployment service  for  manpower  services,  training  and  employment.  This  section 
and  Sec.  448  provides  for  denial  of  benefit  to  family  members  who  do  not  so 
register,  or  refuse  to  participate  without  good  cause,  in  suitable  manpower 
services,  training,  or  employment. 

Obviously,  this  is  a  fundamental  part  of  the  bill — and,  again,  much  of  the 
ultimate  effectiveness  and  cost  of  the  whole  program  will  depend  on  how  it  is 
applied.  Specific  standard^  must  be  written  into  the  legislation  in  place  of  the 
term  "suitable  employment"  if  the  work-test  provision  is  to  have  any  clear  mean- 
ins:. 

There  are  good  reasons  for  regarding  minimum  wage  laws  applying;  to  "volun- 
tary transactions"  as  a  mixed  blessing.  But  whatever  protection  they  and  simi- 
lar laws  do  provide  would  seem  to  be  much  important  where  the  transaction  is 
coercive- — i.e.,  where  a  substantial  ■penalty  is  imposed  for  refusal  to  work.  The 
possibility  for  abuse  here,  where  the  operative  discretion  lies  within  the  in- 
crediblv  heterogenous  collection  of  state  employment  offices  surely  does  not  re- 
quire elaboration.  The  injury  from  such  "forced  labor"  would  moreover  extend 
to  many  workers  who  depend  on  such  jobs  to  keep  their  families  above  the 
poverty  level. 

The  principal  thrust  of  this  new  program  is  to  provide  incentives  for  self-sup- 
port and  self -improvement.  Should  we  not  rely  primarily  on  this  most  pervasive 
influence  rather  than  on  coercion  to  prevent  widespread  abuse? 

The  controlling  factors  in  the  job  market  are  and  will  continue  to  be  (i)  a 
shortage  of  decent  jobs  matching  the  qualifications  of  the  poor  and  (ii) )  a  short- 
age of  programs  which  offer  convincing  evidence  of  raising  a  poor  person's  earn- 
ing power.  We  can  and  should  provide  incentives  such  that  good  jobs  and  truly 
worthwhile  services  and  training  will  be  sought  by  all  who  can  make  advanta- 


1  Ninety-eight  percent  of  children  under  12  whose  mothers  work  do  not  receive  group  care 
away  from  home,  where  "group  care"  refers  to  "day  nurseries,  day-care  centers,  settlement 

houses,  nursery  schools."' 
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geous  use  of  them.  We  cannot,  and  must  not  attempt  to,  remedy  that  job  shortage 
or  those  faults  of  our  manpower  programs  by  forcing  people  into  substandard 
occupations  or  time-wasting  programs. 

Sec.  447(b)  enumerates  the  exceptions  to  the  registration  requirement.  But  it 
leaves  in  total  confusion  the  case  of  the  mother  of  children,  all  of  whom  are  in 
school,  if  the  father  is  in  the  household.  Assuming  the  stipulations  above,  there 
is  one  added  condition  that  ought  to  be  considered  before  requiring  such  wives 
to  register.  The  management  of  a  household — particularly  a  large  poor  one — is  a 
very  special  kind  of  idleness.  Finding  jobs  for  a  large  number  of  women  routinely 
required  to  register  is  difficult  at  best.  But  even  if  it  is  possible  to  do  so,  it  may 
be  quite  wasteful  if  other  services  must  be  hired  to  replace  what  these  women 
would  otherwise  do  for  themselves  at  home. 

Child  care  is  one  of  these  and  is  provided  at  public  expense  in  the  bill  ( Sec. 
447(c)).  Given  the  necessity  to  professionalize  almost  everything  that  is  pub- 
licly provided  this  could  be  very  expensive.  Other  services  may  be  required  in 
addition  (laundry,  housekeeping)  at  the  family's  expense — adding  up  finally  to 
a  very  pointless  and  uneconomic  exercise.  For  such  cases,  it  seems  clear  that  a 
determination  should  be  made  that  there  will  be  genuine  gain  before  requiring 
the  substitution  of  outside  work  for  inside  work. 

Sec.  448  omits  any  discussion  of  the  duration  of  any  denial  of  benefits  based 
on  a  refusal  to  work.  Evidently  it  should  not  be  possible  to  reestablish  eligibility 
by  immediate  re-registration.  But  equally  evidently  one  should  not  acquire  per- 
manent disqualification  by  one  refusal.  Both  a  minimum  period  for  denial  of 
benefit  and  a  procedure  for  re-instatement  after  this  period  must  be  'specified  in 
the  bill. 

STEPFATHEKS  AND  MEN-IN-THE-HOUSE 

Under  section  445(a)  (definition  of  a  family),  the  stepfather  is  considered  a 
member  of  the  family ;  his  income  and  resources  are  included  in  determining 
eligibility  and  the  maximum  benefit  is  raised  accordingly.  If  a  man  who  earns 
about  $4,000  marries  a  woman  with  two  children  currently  receiving  $1,300 
under  FAP,  their  guarantee  would  go  up  to  $1,600  but  they  would  be  ineligible 
for  the  program  as  long  as  he  continued  to  earn  about  $4,000 — even  though  he 
may  have  no  legal  obligation  to  support  the  children  and  in  fact  does  not  sup- 
port them.  This  is  bad  policy  and  against  the  main  thrust  of  the  law. 

In  King  v.  Smith,  the  U.S.  Supreme  Court  struck  down,  as  a  violation  of  the 
Social  Security  Act,  a  state's  "substitute  father"  rule  which  declared  a  family 
ineligible  for  AFDC  when  a  man  was  living  in  the  house.  The  Court  said  that  the 
man  was  not  legally  obligated  to  support  the  children  and  there  was  no  proof 
that  he  did  support  them.  In  Solman  v.  Shapiro,  a  three-judge  Federal  Court, 
applying  King  v.  Smith,  declared  invalid  a  state  statute  which  presumed  for 
purposes  of  AFDC,  that  a  stepfather's  income  was  available  for  the  children. 
This  decision  has  been  affirmed,  per  curiam,  by  the  U.S.  Supreme  Court.  And 
HEW  regulations  also  declare  out  of  conformity  state  plans  which  presume  in- 
come of  a  step-parent  to  be  available  when  there  is  no  legal  duty  to  support.  All 
stress  that  income  should  only  be  included  to  the  extent  that  it  is  in  fact  avail- 
able. In  the  above  example,  I  would  urge  that  as  long  as  the  stepfather  does  not 
contribute  to  the  support  of  the  children,  they  be  retained  3-person  family 
status  under  section  445(a)  and  receive  a  $1,300  FAP  grant,  reduced  by  half  of 
whatever,  the  stepfather  contributes  to  its  support. 

I  also  urge  that  section  445(e)  be  stricken.  This  section  applies  to  the  adult 
individual  and  says  that  his  income  and  resources  are  to  be  included  in  calcu- 
lating the  family's  benefits  to  the  extent  that  they  are  made  available  to  the 
family,  but  he  is  not  to  be  included  for  the  purposes  of  the  guarantee.  As  it  stands, 
this  section  is  redundant  with  the  definition  of  income,  since  a  family  has  to 
include  one  half  of  all  gifts  received.  I  would  exclude  section  445(e)  since  it 
might  open  the  door  to  presumption  rules  requiring  the  kind  of  investigations 
conducted  under  man-in-the-house  rules. 

Without  section  445(e),  the  administrative  agency  has  to  determine  whether 
or  not  gifts  were  in  fact  received.  Admittedly,  this  is  a  difficult  administrative 
task.  But  under  445(e),  the  pressure  would  be  for  the  administrative  agency  to 
establish  a  presumption  that  if  a  man  is  living  in  the  house  as  if  he  were  a  hus- 
band, then  it  is  presumed  that  a  certain  percentage  of  his  income  is  given  to  the 
family.  One  of  the  factual  questions,  then,  is  whether  the  man  is  living  there  as 
if  he  were  a  husband.  I  do  not  think  that  this  possibility  is  unrealistic ;  we  know 
from  experience  that  states  constantly  try  to  impose  this  type  of  rule.  Even  with 
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section  445(e)  out,  we  could  still  have  a  similar  rule  under  the  definition  of  gifts, 
but  I  think  that  it  would  be  more  difficult.  In  other  words,  section  445(e)  does 
not  add  anything  to  the  definition  of  income,  but  its  presence  might  allow  very 
troublesome  administrative  practices  to  creep  in. 

ASSET  TEST  FOE  ELIGIBILITY 

Sec.  442(a)(2)  imposes  a  limit  of  $1,500  on  resources  for  recipients,  after 
rather  generous  exclusions  specified  in  Sec.  444(a) .  For  families  having  more  than 
this  amount,  the  Secretary  is  authorized  by  Sec.  444(b)  to  prescribe  regulations 
for  the  disposal  of  such  property  as  a  condition  for  attaining  eligibility. 

The  exclusions  cover  (i)  the  home,  (ii)  household  goods  and  (iii)  personal 
effects — all  without  limit.  Such  exclusions  have,  of  course,  a  legitimate  purpose, 
but  to  attach  no  limit  to  them  provides  an  incredible  loophole  for  those  who  might 
have  a  great  deal  of  wealth  in  such  forms.  It  also  provides  an  open  invitation  for 
others  to  shift  their  assets  into  these  forms  before  applying.  Only  the  naive  and 
very  stupid  would  need  to  encounter  the  rules  promulgated  by  the  Secretary  for 
disposal  of  property. 

A  sensible  procedure  would  aim  at  inclusion  of  some  fraction  (say  10%)  of 
estimated  net  worth  (after  some  modest  exclusions  for  a  home  and  occupational 
equipage)  in  the  definition  of  (unearned)  income.  This  would  accomplish  the 
purpose  of  eliminating  benefits  for  those  who  have  substantial  wealth,  and  at  the 
same  time  leave  open  for  others  the  choice  of  whether  to  realize  the  "income"  so 
imputed  by  liquidating  the  assets  or  borrowing  on  them,  or  to  simply  accept  the 
reduced  benefits.  This  alternative  is  consistent  with  encouraging  thrift  and  sensi- 
ble management  of  holdings  of  assets — unlike  the  bill  as  presently  written.  And 
about  as  much  is  gained  by  reducing  the  open-ended  exclusions  (i.e.,  reducing 
eligibility  and  benefits  somewhat)  as  would  be  expanded  through  the  adoption  of 
a  fractional  imputation  of  income  in  place  of  an  independent  asset  test. 

THE   SET-ASIDE,   DISREGARD,   OR   WORK-RELATED  EXPENSE 

The  provisions  in  Section  443(a)  (4)  for  an  initial  amount  ($720)  of  earned 
income  which  does  not  reduce  benefits  under  FAP  has  at  least  two  possible 
rationales.  It  may  be  regarded  (1)  as  a  rough  estimate  of  work -related  expenses, 
or  (2)  as  a  simple  desire  for  reducing  the  average  tax  rate  on  earnings  for  pur- 
poses of  mitigating  disincentives. 

Under  either  rationale  it  is  unfortunate  that  the  deduction  is  available  only  to 
the  first  earner  in  the  family.  Second  and  subsequent  earners  have  expenses  too, 
and  it  might  be  useful  to  moderate  the  disincentive  effect  of  a  50  percent  tax  for 
them  as  well.  (Of  course  children's  earnings  while  in  school  are  already  exempt 
under  section  443(a)  (1).) 

Terming  these  "standard  work-expense  deductions",  up  to  $40  per  month  should 
be  allowed  for  the  first  adult  earner,  and  $20  per  month  for  any  additional  adult 
earners — applicable  against  income  in  any  month  in  which  such  earner  shall  have 
worked. 

The  specific  rationale  does  become  important  in  considering  how  the  deduction 
should  be  expressed.  If  it  is  considered  strictly  as  a  work-related  expense  it  could 
well  be  expressed  on  a  monthly  basis,  and  not  be  available  in  months  when  the 
earner  is  unemployed.  If,  on  the  other  hand,  the  deduction  is  mainly  a  device  for 
reducing  disincentives  it  might  be  better  to  consider  an  annual  deduction,  which 
can  be  used  by  an  member  of  the  labor-force  against  annual  earnings,  no  matter 
what  the  pattern  of  employment. 

INTERACTION  WITH  POSITIVE  INDIVIDUAL  INCOME  TAX 

In  order  (1)  to  avoid  the  pyramiding  of  tax  rates  on  top  of  the  already  fairly 
high  50  percent  (or  67  percent)  tax  rates  on  income  of  families  eligible  for 
Family  Assistance  payments,  and  (2)  to  provide  a  smooth  "notchless"  transition 
between  net  beneficiary  and  net  taxpayer  status,  thre  must  be  some  device  for 
refunding  the  positive  taxes  paid  by  recipients  with  incomes  in  the  area  over- 
lapped by  the  two  tax  systems.  This  can  be  done  most  readily  by  allowing 
deductions  for  taxes  paid — except  that  the  deductions  should  be  double  the  tax 
payment  or  withholding  where  the  tax  rate  is  50  percent,  and  one  and  one-half 
times  taxes  in  the  cases  where  the  tax  rate  is  67  percent.  Symmetrically,  any 
refund  of  taxes  received  by  the  family  must  be  counted  as  income — after  it  has 
been  multiplied  by  2  or  IV2  as  the  case  may  be. 
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These  deductions  i.or  augmentations)  could  be  made  on  a  current  basis  :  and  if 
the  benefit  is  calculated  in  the  usual  way.  the  benefits  will  automatically  include 
full  reimbursement  for  taxes  for  all  families  who  are  below  the  break-even  point, 
and  partial  reimbursement  ( dwindling  off  to  zero.)  in  the  interval  between  the 
break-even  point  and  the  point  at  which  the  positive  tax  system  and  the  con- 
tinuation of  the  FAP  tax  rate  intersect. 

Alternative  solutions  of  this  problem  are:  (a)  further  revision  of  the  positive 
income  tax  to  provide  equal  break-even  points  (on  average)  :  or  (b)  allow  only 
single  deductions  and  add  refunds  to  income — this  provides  partial  tax  relief  in 
proportion  to  the  FAP  tax  rate. 

STATE  SUPPLEMENTATION  FOS  EXEirPLO  YED-P  AREN  I  CASTS 

One  of  the  conspicious  inequities  in  our  present  system  of  public  assistance  is 
that  between,  on  the  one  hand,  families  eligible  for  AFDC-UP  and.  on  the  other, 
the  fully-employed  working  poor.  The  Family  Assistance  Program  has  received 
substantial  public  support  because  of  the  claim  that  these  inequities  will  be  there- 
by removed.  As  this  bill  is  presently  drafted,  however,  this  claim  is  only  partially 
correct.  In  high-benefit  states  the  combination  of  FAP  and  the  state  supplement 
will  produce  a  sharp  "notch"  when  a  worker  reaches  that  level  of  employment 
which  disqualifies  him  tand  his  entire  family)  from  the  supplemental  part  of  the 
benefit.  It  is  not  hard  to  see  that  such  a  sharp  discontinuity  provides  a  powerful 
financial  incentive  not  to  increase  one's  employment  over  that  arbitrary  level. 

It  can  be  said  that  the  Family  Assistance  Program  reduces  the  notch  now 
existing  in  states  that  have  AFDC-UP,  but  two  important  qualifications  must  be 
kept  in  mind. 

(1)  Some  states  do  not  have  a  UP  program,  and  the  introduction  of  FAP  by 
mandating  its  supplementary  program  will  introduce  inequities  where  now  there 
are  none.  (2}  The  states  that  have  an  AFDC-UP  program  are  by  no  means 
uniform  in  either  their  eligibility  regulations,  or  the  degree  to  which  the  eligible 
population  is  actually  enrolled.  Hence  to  the  extent  that  the  new  program  for 
supplementing  these  cases  forces  more  comparability  among  states,  it  will  produce 
both  wider  eligibility  and  more  complete  coverage  of  the  eligible  group. 

A  remedy  for  this  notch  problem  is  not  easy  to  find,  One  could  eliminate  sup- 
plementation for  the  "unemployed  parent'7  group,  but  this  would  (i)  violate  the 
stipulation  of  no  reduction  of  benefits  for  presently  covered  categories,  and  (ii) 
also  produce  a  similar  notch  between  families  with  an  adult  male  and  those  with- 
out. The  other  alternative — extending  supplementation  to  the  entire  FAP-eligible 
population — is  more  equitable,  but  would  increase  the  cost.  At  the  very  least 
there  should  be  firm  provisions  written  into  the  legislation  to  prohibit  any  deepen- 
ing of  the  notch  by  increasing  state  supplementation  levels,  and  to  specify  a  plan 
for  gradually  increasing  the  supplementation  for  the  fully-employed  working  poor 
as  greater  funds  become  available  in  the  future. 

PATAIEXTS  TO  STATES 

Sec.  452  outlines  the  basis  for  a  new  scheme  of  payments  to  the  states,  to 
cover  part  of  their  assistance  expenditures.  The  objective  is  to  ensure  that 
adoption  of  the  new  program  mandated  in  the  bill  will  not  cost  any  state  either 
less  than  .50^  or  more  than  90%  of  their  current  expenditure  on  public  assistance 
("with  adjustment  for  AFDC-UP  if  not  enacted).  The  device  is  simply  to  assume 
full  federal  responsibility  for  all  expenditures  over  90^c  of  a  projected  cost 
estimate. 

There  is,  however,  no  specification  in  the  bill  of  any  method  of  projecting  the 
costs  of  the  hypothetical  program  in  any  state.  The  Secretary  of  HETT  is  given 
authority  to  prescribe  these  methods.  But  the  lack  of  guidance  in  the  legislation 
is  so  great  that  it  will  almost  certainly  lead  to  disagreement  with  the  states  over 
the  fairness  of  this  or  the  other  method. 

Formulas  for  sharing  costs  or  reimbursing  states  are,  certainly,  among  the 
most  difficult  problems  in  a  Federal  system.  They  produce  complicated  incentives 
for  states  to  react  to  in  a  very  elaborate  and  hazardous  game  called  State  Finance- 
I  sim  concerned  here  with  the  implicit  incentive  tliis  bill  provides  for  states  to  : 

1 1 1  assure  that  the  supplementation  provided  by  the  bill  is  available  to  all  who 
are  eligible  for  it.  and 

■  2  |  maximize  the  effectiveness  of  the  manpower  services,  training,  and  employ- 
ment efforts  of  the  State  Employment  Offices. 
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In  the  range  between  50%  and  90%  of  the  projected  cost,  a  state  would  be 
gaining  the  full  advantage  (or  paying  the  full  cost)  of  any  decrease  (increase) 
in  the  fraction  of  eligible  households  that  are  participating  in  the  supplemental 
program.  Above  90%  and  below  50%  states  are  indifferent,  at  least  in  the  sense 
that  the  state  cost  is  fixed ;  and  any  changes  short  of  the  thresholds  will  be  felt 
only  by  the  Federal  government.  Unless  these  supplemental  program  are  umA- 
formly  administered  we  will  be  recreating  the  inequities  we  now  deplore.  But  the 
financial  arrangements  at  present  in  the  bill  produce  powerful  reasons  for  some 
states  to  be  very  tight  and  others  very  loose  in  the  determination  of  eligibility. 

The  aim  of  the  manpower  and  employment  services  (which  will  be  compulsory 
for  some  members  of  families  receiving  benefits  under  this  bill)  is  surely  to 
increase  their  ea?%ned  income.  But  these  service  programs  are  to  be  decentralized 
to  the  states  to  a  greater  extent  than  at  present,  while  being  90%  Federally 
financed.  Increases  in  earned  income  of  recipient  families  may  benefit  the  family, 
the  state  treasury,  the  Federal  Treasury  or  all  these.  Consider  the  following 
cases:  (1)  For  a  family  not  receiving  state  supplementation,  an  extra  $1000  of 
earnings  increases  the  family's  income  by  $500  and  relieves  the  Federal  Treasury 
of  $500  in  benefits. — The  state  gains  nothing.  (2)  In  the  case  of  a  family  receiving 
both  FAP  and  state  supplementation,  the  family  gains  $333,  the  Federal  Treasury 
saves  $500,  and  the  state  is  $167  better  off  if  its  total  expenditures  are  between 
the  50%  and  90%  limits.  Otherwise  the  state's  entire  share  accrues  to  the  Federal 
government,  and  it  gains  nothing. 

Now  it  is  not  difficult  to  believe  that  the  states  will  mount  programs  for  train- 
ing, etc.,  for  the  90%  reimbursement,  but  I  would  question  whether  they  have 
enough  stake  in  the  outcome  to  motivate  truly  effective  efforts  as  opposed  to  per- 
functory operation  of  barely  qualifiable  programs.  For  the  supplemental  program 
at  least  there  should  be  distinctly  greater  state  participation  in  any  income  gains 
of  the  eligible  families. 

INTERACTION  WITH  FOOD  STAMP  PROGRAMS 

The  Food  Stamp  Programs,  both  as  proposed  by  the  Administration  and  as 
incorporated  in  the  McGovern  Bill  (S.  2547)  are,  for  practical  purposes,  variants 
of  a  negative  income  tax — The  Family  Assistance  Program  should  be  viewed 
in  this  context  as  simply  another  variant.  The  main  differences  (aside  from  the 
actual  benefit  level  and  tax  rate),  are  that  the  Food  Stamp  Programs  (i)  are  not 
limited  to  families  with  children,  (ii)  do  not  have  a  requirement  for  registering 
for  work  and  training,  and  (iii)  pay  in  "Food  Money"  instead  of  the  usual  green 
kind.  They  are  similar  in  that  they  (i)  provide  an  income-conditioned  benefit  to 
the  same  sort  of  family  unit,  and  (ii)  have  parallel  needs  for  precise  income 
and  family  definitions,  accounting  periods,  etc. 

But,  added  together  the  two  Food  Stamp  Programs  produce  a  combined  benefit, 
to  those  who  have  no  income,  around  50  percent  higher  than  the  F.A.P.  alone, 
and  serve  to  increase  the  effective  tax  rate  on  earned  income  from  50  percent 
to  62y2  percent  (or  from  67%  percent  to  75  percent  for  those  receiving  state 
supplementation ) . 

1.  The  first  issue  here  is  whether,  aside  from  the  public  passion  for  feeding 
the  poor,  there  is  any  lasting  reason  for  dealing  with  food  separately  from  the 
general  and  varied  needs  of  people  with  low  incomes.  There  is  ample  empirical 
evidence  that  people  spend  a  substantial  part  of  any  increase  in  income  on  food. 
This  is  particularly  true  for  the  poor.  If  by  a  combination  of  food  stamps  and 
cash  benefits  we  do  not  coerce  people  into  spending  more  on  food  than  they 
would  have  with  an  all-cash  benefit  of  equal  value,  we  shall  simply  have  gone 
needlessly  to  substantial  nuisance  and  expense.  If  on  the  other  hand,  we  try  to 
make  people  spend  substantially  more  on  food  (and  correspondingly  less  on 
clothing,  housing,  transportation,  education,  etc.),  than  they  would  with  an 
all-cash  benefit,  we  shall  be  facing  a  serious  enforcement  problem  in  preventing 
families  from  reselling  the  stamps  or  food.  Such  an  enforcement  nightmare 
could  largely  nullify  (by  its  cost)  the  rather  dubious  advantage  of  altering  their 
expenditure  patterns.  In  either  case  food  stamps  seem  to  me  a  bad  bargain  in 
comparison  to  general  cash  benefits. 

In  the  area  of  in-kind  or  specific  commodity  benefits  a  much  stronger  case 
could  be  made  for  medical  services  or  medical-insurance  coverage.  Here  the 
evidence  is  not  so  clear  that  low-income  people  voluntarily  spend  as  much  as  they 
should  on  these  items :  or  that  they,  on  average,  make  the  most  advantageous 
use  of  whatever  expenditures  they  do  make. 
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2.  A  second  problem  derives  from  the  compounding  of  tax  rates  for  all  these 
different  programs.  The  Food  Stamp  Programs  would  regard  F.A.P.  benefits 
and  other  transfers  as  part  of  income,  and  would  hence  increase  the  price  of 
fixed-value  ration  of  stamps  for  families  enjoying  an  increase  of  earned, 
unearned,  or  transfer  income. 

The  F.A.P.,  on  the  other  hand,  does  not  regard  the  value  of  food  stamp  bene- 
fit as  income.  L^t  us  consider  the  situation  of  a  worker  whose  family  is  eligible 
for  F.A.P.  and  food  stamps,  but  not  for  state  supplementation.  For  him,  only 
three  out  of  every  eight  hours'  wages  are  reflected  in  increased  spendable  income. 
That  is  what  a  62%  percent  tax  rate  means.  The  other  5  hours  worth  is  offset 
by  reductions  in  his  F.A.P.  and  food  stamp  benefits.  This  is  a  very  high  rate  and 
may  be  even  higher  when  Social  Security  (OASDI)  taxes  and  state  and  local 
payroll  taxes  are  included  in  the  computation.  The  situation  for  families  eligible 
for  state  supplementation  is  even  worse — here  the  rates  go  to  75  percent 
or  85  percent. 

In  any  other  context  these  would  be  properly  termed  ''penalty  rates,"  yet 
this  is  what  we  are  contemplating  for  the  very  groups  most  in  need  of  increased 
incentives  to  earn,  if  we  let  both  bills  go  through  in  their  present  form. 

3.  Finally,  there  is  the  problem  of  minimizing  the  variety  of  agencies,  and 
rules  about  income  definitions,  family  units,  accounting  periods,  etc.,  that  the 
unfortunate  beneficiaries  of  these  programs  must  deal  with.  If  these  different 
programs,  so  similar  in  goal  and  method  are  allowed  to  develop  in  their  separate 
ways,  chaos  is  the  only  plausible  outcome. 

In  view  of  these  problems  I  would  urge  one  of  two  alternative  courses. 

(a)  If  the  public  enthusiasm  for  eliminating  hunger  can  be  diverted  bj 
showing  that  general  cash  benefits  are  as  effective  for  that  purpose  as  food 
stamps,  then  an  equally  costly  all-cash  program  should  be  developed  which 
would  (1)  expand  F.A.P.  to  families  and  individuals  without  children  or  (2) 
increase  the  benefit  levels  of  F.A.P.  equally  at  all  levels  of  income — i.e.,  do  not 
change  the  tax  rate,  or  (3)  some  combination  of  the  two. 

(6)  If  some  visible  association  with  hunger  must  be  maintained  then  one  of 
the  three  strategies  outlined  above  could  be  used,  with  the  additional  feature 
that  some  fraction  of  the  resulting  benefit  is  paid  in  food  stamps — and  this 
fraction  be  low  enough  that  most  families  will  not  feel  a  strong  inclination  to 
turn  them  into  cash  by  illegal  secondary  transactions. 

In  any  case,  let  there  be  only  one  administrative  mechanism.  And  let  the 
compounding  of  tax  rates  not  be  allowed  to  take  more  than  half  of  the  incre- 
mental earnings  of  any  family  with  a  full-time  worker. 

Mr.  Cobaiax.  Thank  you  very  much.  Dr.  Watts. 
Mr.  Cox  able.  Thank  you  very  much,  sir. 

Mr.  Coealax.  TTe  appreciate  very  much  your  giving  us  the  advan- 
tage of  your  experience  and  your  research.  Thank  you. 
Mr.  Watts.  Thank  you. 

Mr.  Coeatax.  Our  next  witness  is  Mr.  James  D.  Lightbody,  Cleve- 
land, Ohio. 

STATEMENT  OF  JAMES  D.  LIGHTBODY,  CLEVELAND.  OHIO 

Mr.  Lightbody.  Mr.  Chairman,  I  appreciate  the  opportunity  to 
appear  before  this  great  committee,  and  I  appreciate  your  patience 
with  us  to  stay  with  us  to  the  end.  I  will  be  very  brief. 

I  am  an  independent  businessman  appearing  as  a  very  interested 
citizen  and  participant  in  all  of  these  problems,  having  worked  with 
them  for  a  number  of  years.  I  only  have  to  offer  tonight  a  couple  of 
suggestions. 

You  heard  many  extremely  talented  and  well  informed  witnesses. 
This  is  such  a  large  problem  that  it  is  hard  to  get  hold  of  and  know 
which  end  to  start  from. 

I  have  come  to  a  point  of  view  that  has  been  helpful  to  me  that  I 
would  like  to  share  with  the  committee,  and  that  is  that  when  we  are 
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dealing  with  ADC — and  all  of  my  comments  are  directed  toward  that 
portion  of  the  program — when  we  deal  with  ADC,  we  are  dealing 
with  women  with  children,  and  it  helps  me  to  think,  "Well,  what  would 
I  do  if  my  daughter  suddenly  walked  in  the  door  and  said,  'Dad,  I  am 
home  with  my  two  kids.  My  husband  has  just  left  me.'  "  That  is  a  real 
problem  that  I  can  envision,  and  it  is,  in  fact,  a  real  problem  that  each 
of  these  families  face  in  its  simplest  form. 

I  would  welcome  her,  and  then  we  would  sit  down  and  talk  about 
how  to  solve  the  problem.  She  should  participate.  For  her  emotional 
well-being  she  should  feel  that  she  is  able  to  support  her  family  and 
bring  them  up  and  teach  them  the  things  that  they  should  be  taught. 
But  she  needs  help. 

For  her  well-being  again,  she  shouldn't  be  a  loafer,  nor  would  I 
think  she  expects  to  be  a  loafer.  This  would  destroy  her  spirit  to  do 
so. 

We  would  say  to  our  daughter,  as  I  expect  you  would  and  most 
people  would : 

We  will  take  care  of  your  children  and  give  them  a  good  healthy  life,  be  sure 
they  get  medical  attention  and  food,  take  care  of  them  after  school.  And  as  they 
get  older,  we  will  be  sure  they  have  a  trade,  so  that  by  the  time  they  are  in  the 
position  of  making  their  way  in  life,  they  will  be  able  to  earn  a  good  living."' 

And  for  my  daughter  I  would  say : 

I  will  help  you  get  a  job,  and  if  you  aren't  qualified  to  do  anything,  I  will  stand 
behind  you  and  be  sure  you  get  the  training  so  you  are  qualified  to  do  something. 

Those  are  pretty  generally  things  I  think  most  of  us  would  do,  and 
that  should  be  the  basis  of  how  we  treat  the  ADC  mothers.  If  I  died, 
I  hope  society  would  take  that  viewpoint  with  my  daughter. 

The  part  of  the  program  which  we  have  never  come  to  grips  with 
fully,  but  which  has  been  said  many  times  at  this  table — and  you  know 
from  your  past  experience  that  in  order  for  my  daughter  to  do  this, 
for  the  ADC  mothers  to  do  this,  is  first  there  must  be  good  care  for  the 
children.  Secondly,  there  must  be  jobs,  not  just  training.  There  must  be 
jobs. 

My  recommendation  is  that  we  tackle  these  two  problems,  and  first 
we  talk  not  of  450,000  day-care  centers.  We  should  be  talking  of  5  mil- 
lion day-care  centers.  There  are  4.8  million  children  on  ADC  at  the 
present  time.  If  we  seriously  expect  their  mothers,  their  parents,  their 
fathers  too — there  are  some  300,000  fathers  receiving  aid  for  dependent 
children's  benefits — if  we  seriously  expect  those  parents  to  get  off,  we 
must  provide  adequate  day-care  centers  for  their  children  in  large 
number.  And  it  should  include  a  couple  of  hot  meals  a  day,  medical 
care,  recreational  stimulation  of  all  kinds  so  they  get  more  out  of 
schooling  to  benefit  from  the  Headstart  type  of  thing  and  vocational 
training. 

The  second  part  is  that  we  must  insure  that  there  are  real  jobs.  The 
great  efforts  of  the  National  Association  of  Businessmen  have  done 
a  great  service  for  this  country  and  for  other  groups  and  for  various 
other  incentive  bills  that  have  been  produced,  but  they  do  not  create, 
except  in  a  very  minor  degree,  jobs.  The  only  things  that  create  jobs 
are  demands  for  services,  for  which  you  can  exchange  money.  Money 
becomes  the  common  denominator. 

But  I  run  a  small  business.  I  can't  afford  to  hire  five  extra  people 
because  this  would  drive  my  costs  up  where  I  would  not  be  competi- 
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tire,  and  I  would  be  out  of  business.  I  have  to  make  the  product  at 
the  right  price. 

We  must  face  the  fact  that  there  are  many  people  in  this  country 
who  cannot  make  it  in  some  of  the  competitive  situations,  either 
because  of  a  lack  of  ability  or,  in  some  cases,  interest  and  desire.  But 
for  many  reasons  they  cannot  make  it  in  a  normal  competitive  world. 

We  had  testimony  here  today  that  in  the  four  industries  of  health, 
welfare,  correctional  institutions — and  I  have  forgotten  now  what  the 
fourth  one  was — there  are  4  million  requirements  for  additional  pub- 
lic-service type  of  jobs.  We  have  only  18  million  parents  on  the  ADC 
program.  I  think  we  should  squarely  face  the  fact  that  the  only  way 
that  we  can  insure  there  are  jobs  is  to  enter  the  public-service  area 
with  the  Government,  the  employer  of  last  resort. 

And  although  this  may  mean  somewhat  of  a  lowering  of  standards 
that  has  to  be  accepted,  Ave  should  face  that  too.  Everyone  should  have 
an  opportunity  to  earn  a  living,  not  just  the  skilled,  not  just  the  most 
able,  but  also  the  less  able.  The  opportunity  should  be  there. 

Then  if  we  face  these  two  issues  squarely,  of  first  taking  care  of 
the  children  so  that  we  can  break  the  poverty  cycle,  and  second,  that 
there  are  jobs  available  for  all  adults  of  working  age  with  health 
requirements  and  so  on,  then  over  a  period  of  time — 3,  5  years — we 
can  phase  out  the  ADC  program  entirely,  and  we  will  be  on  a  program 
of  everyone  participating  hi  our  society. 

I  appreciate  the  opportunity  to  express  this. 

I  have  one  small  comment  in  response  to  a  question  that  Congress- 
man Schneebeli  raised,  and  that  was  his  interest  in  using  the  school 
buildings  as  the  facilities  for  these  day-care  centers. 

I  have  explored  this  opportunity,  the  possibilities  of  this,  in  a 
couple  of  communities  in  Cleveland,  including  the  city  of  Cleveland. 
And  apparently  the  reaction  of  the  educators  is  this  is  a  great  idea 
to  use  the  facilities  more  fully.  They  do  want  to  be  compensated  for 
it  in  the  fact  that  there  will  be  additional  maintenance  involved.  It 
can't  come  under  their  normal  budget.  Second,  they  feel  that  it  is  a 
requirement  that  they  cannot  expect  their  teaching  staff  to  perforin. 

They  say  the  administration  should  probably  look  after  it.  but  it 
should  be  a  second  staff. 

I  would  secondly  like  to  direct  another  comment  to  the  day-care 
area.  In  Cleveland  we  have  a  number  of  very  successful  clay  cares  run 
in  community-type  buildings,  charitable  organizations,  social  organi- 
zations, fraternal  organizations,  churches,  and  these  programs  have 
been  quite  successful  in  keeping  clown  the  capital  costs  of  the  program 
involved. 

Mr.  Ginsberg  gave  the  figure  quite  a  high  figure,  as  to  his  experi- 
ence and  feeling  on  what  the  cost  of  that  program  can  be. 

I  can  report  to  you  that  in  Cleveland,  using  these  community  facil- 
ities, the  cost  per  place  in  a  day-care  center  was  a  little  over  S300  per 
child  for  a  12-month  program.  And  this  compares  reasonably  closely 
with  the  average  cost  of  elementary  school  education,  which  is  between 
$500  and  $800  per  child  per  school  year. 

Thank  you. 

(The  prepared  statement  of  Mr.  Lightbody  follows:) 
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Prepared  Statement  of  J.  D.  Lightbody 

WELFARE 

When  we  talk  about  the  problems  of  Welfare,  we  are  talking  about  ADC. 
There  is  a  general  agreement  that  the  blind,  the  aged,  and  the  disabled  must 
be  provided  for  with  regular  social  security  type  payments.  This  part  of  the 
program  is  reasonably  effective  and  is  not  on  a  run-away  course. 

ADC  is  a  failure.  The  recipients  are  increasing  at  an  alarming  rate  during 
a  period  of  maximum  prosperity. 

As  a  nation  we  are  about  to  adopt  a  policy  that  not  one  of  us  would  accept 
for  our  own  daughters. 

I  will  not  tell  my  daughter  : 

(a)  If  you  have  sexual  relations  with  some  man  or  men  and  have  two 
babies,  married  or  not,  living  with  a  man  or  not,  I  will  give  you  $1,600/ 
year  for  you  and  the  baby  and  the  man,  to  live  on  so  you  can  stay  home  and 
care  for  the  baby  until  school  age.  In  addition  I  will  pay  your  rent,  give 
you  discount  groceries  and  provide  free  clinic  medical  and  dental  care. 

(&).  If  you  or  the  man  get  a  job  and  earn  some  money,  I  will  reduce  my 
support  50^  for  every  dollar  earned  over  $720/year. 

(c)  You  or  the  man  must  accept  employment  at  anything  you  can  do  (or 
I'll  pay  the  training  cost  if  you  can't  do  anything) . 

(d)  If  you  or  the  man  quit  the  job,  or  are  fired  for  cause,  I'll  cut  off 
some  support. 

That  is  what  the  new  administration  proposal  says. 
Nor  will  I  tell  my  daughter : 

(a)  If  you  have  some  children  I  will  give  you  money  to  live  on  and  pro- 
vide free  medical  and  dental  clinical  care,  pay  part  of  your  rent,  give  you 
a  25%  discount  on  food  and  give  you  occasional  extra  money  for  school 
clothing,  beds,  and  other  special  items  IF 

You  don't  officially  live  with  any  man  and  declare  your  children  either 
bastards  or  that  the  father  cannot  support  the  children  or  has  deserted 
you. 

(o)  If  you  do  get  a  job,  I  will  deduct  67<£  of  my  support  for  every  dollar 
you  earn  over  $360/year. 

(c)  If  you  earn  enough  so  you  don't  qualify  for  my  support,  you  won't 
get  free  medical  or  dental  care  or  help  with  rent  or  food  costs. 

(d)  I  will  continue  to  support  you  and  your  children  at  the  poverty  level 
as  long  as  you  have  a  child  under  18. 

This  is  what  we  tell  our  women  now  in  Cleveland. 

New  York  pays  better  for  ADC  families,  approximately  $4,000  per  year.  But 
don't  go  to  Mississippi,  you  can't  live  on  what  they  pay,  under  $800  per  year. 

ADC  is  creating  an  undesirable  subculture  and  approaching  a  taxpayers  revolt 
in  the  process.  The  SlO-billion  annual  cost  of  Welfare  will  double  over  the  next 
five  years.  The  costs  will  rise  even  more  quickly  under  the  higher  paying  Admin- 
istration proposals. 

This  is  what  I  would  tell  my  daughter  : 

(a)  If  you  have  sexual  relations  with  some  man  and  have  a  baby,  we  will 
care  for  the  baby  during  the  day  so  you  can  provide  a  home  and  support  your 
baby. 

(b)  I  will  help  you  with  training  so  you  are  better  qualified  to  earn  a 
living. 

(c)  I  will  make  sure  there  is  some  job  available  for  you. 

(d)  If  you  have  some  terrible  illness  and  are  unable  to  work,  or  are 
blinded,  I  will  provide  support  so  that  you  and  the  child  do  not  suffer  more. 

If  we  can  reasonably  agree  what  we  would  do  for  our  own  daughters,  that 
could  be  the  basis  of  what  we  are  willing  to  support  with  our  taxes  for  a 
national  program.  A  national  program  must  win  the  support  of  the  older 
generation  (taxpayers)  and  be  one  that  motivates  self  reliance  and  self  respect 
and  confidence  in  the  daughters  ( ADC) . 

I  am  not  prepared  to  support  my  own  daughter  to  be  a  parasite  on  society.  I 
want  her  to  have  the  satisfaction  of  being  a  self  sufficient  contributor  to  this 
world.  There  is  no  reason  I  should  support  ADC  parents  as  parasites  on 
society,  IF  there  is  a  better  alternative  available. 

The  whole  key  is  motivation  and  opportunity.  ADC  factually  has  motivated 
just  under  two  million  parents  and  five  million  children  to  accept  Public  Support. 
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The  number  has  doubled  since  1960  and  will  double  again  by  1975.  If  we  increase 
payments  and  lower  eligibility,  the  number  and  costs  will  increase  faster. 

A  new  Xational  Assistance  Policy  should  stay  close  to  fundamentals  we  can 
reasonably  agree  on.  The  details  should  insure  that  the  self  interests  of  the 
participants  motivates  them  in  a  direction  that  the  rest  of  us  can  support — and 
will  pay  for. 

(a)  The  Blind,  the  Disabled,  the  Older  citizens  with  no  means  of  support 
should  be  provided  for  in  a  manner  similar  to  our  Social  Security  insurance 
program.  The  Administration  has  recommended  uniform  national  payments 
for  persons  in  this  category.  These  should  be  supported. 

(&)  Some  members  of  the  under  class  can  not,  or  will  not  at  present, 
obtain  and  keep  jobs.  The  U.S.  frontier  is  largely  gone.  A  man  can  no  longer 
homestead  and  make  out  on  his  own.  We  must  insure  there  is  some  useful 
work  available  for  everyone,  with  the  Government  the  Employer  of  Last 
Resort.  This  can  be  done  through  a  combination  of  labor  contracts  to  private 
employers  and  public  Xational  Assistance  Projects. 

Such  work  must  be  available  nationwide  so  all  can  participate.  The 
Assistance  wage  rate  must  be  high  enough  to  support  the  workers,  but 
lower  than  offered  in  Industry  and  Civil  Service  so  there  is  incentive 
to  climb  the  economic  ladder,  off  Assistance  wages.  For  young,  unmarried 
people  from  18  to  21  years  old.  a  lower  pay  scale  might  be  considered. 

(e)  Public  supported  training  should  be  available  so  that  everyone  so 
motivated  can  avail  themselves  of  the  opportunity.  This  training  can  cover 
the  3-E's  up  through  skilled  occupations. 

(d)  Day  Care  centers  should  be  established  so  that  children  from  6 
months  to  16  years  have  a  healthy  place  to  go  for  8  to  10  hours  per  day  of 
helpful  activity  so  their  parents  can  hold  jobs  to  support  them. 

Medical  and  dental  attention  should  be  included,  two  balanced  meals, 
enrichment  activities,  supervised  sports  and  interest  groups,  and  in  the 
latter  years  vocational  training  should  all  be  included.  There  is  no  excuse 
for  not  equipping  all  our  young  to  participate  in  our  modern  technical 
society. 

(e)  For  working  mothers  who  have  no  other  means  of  support.  Assistance 
payments  for  3  months  before  delivery  and  6  months  after  birth  should  be 
provided  for  the  health  of  mother  and  child. 

ADC  can  be  terminated  over  a  period  of  several  years,  if  we  have  an  alternative. 
A  Xational  Assistance  Program  offers  the  under  class,  and  everyone  else,  an 
opportunity  to  earn  their  support  with  productive  work. 

Our  welfare  payments  are  high  enough  in  Xew  York  and  other  industrialized 
states  that  they  have  become  a  reference  for  everything  else.  It  is  ludicrous  to  have 
workers  striking  at  day  care  centers  because  the  wages  are  so  little  more  than 
welfare  recipients  get  for  doing  nothing.  Trash  and  refuse  accumulate  on  our 
streets  and  land  and  parks.  At  the  same  time  those  idle  and  supported  at  our 
expense  complain  with  justification  that  it  is  not  a  good  atmosphere  in  which  to 
bring  up  children.  A  Xational  Assistance  Program  can  help  in  all  of  these 
areas ;  provide  everyone  with  an  opportunity  to  work ;  clean  up  our  streets  and 
parks ;  and  improve  hospital  care,  mental  health  care,  and  child  care. 

Most  importantly,  our  citizens  will  all  be  participating  and  have  opportunity. 
The  children  will  be  able  to  break  the  cycle. 

In  broad  generalities,  our  nation  has  accepted  the  principle  that  we  will  not  let 
anyone  starve.  The  cost  of  providing  many  healthy  day  care  centers  and  service 
jobs  will  be  only  a  little  higher  than  ADC  payments  under  the  Administration 
proposal.  The  long  run  cost  will  be  much  less,  and  the  beauty  and  well  being  of 
our  country  will  be  much  improved  with  a  work  opportunity  for  everyone. 

Mr.  Cormax.  Thank  you  very  much,  Mr.  Lightbocly. 
Mr.  Burke,  do  you  have  any  questions  ? 

Mr.  Burke.  Xo.  I  have  been  going  over  your  statement,  and  I  regret 
that  I  was  out  of  the  room  at  the  time  you  delivered  it.  You  are 
appearing  here  as  an  independent  citizen,  is  that  correct  \ 

Mr.  Lightbody.  Yes,  sir. 

Mr.  Burke.  Are  you  associated  with  any  welfare  groups  or  any 
private  philanthropic  groups  ? 


2472 


Mr.  Lightbody.  Yes,  I  have  been  associated  with  Goodrich  Settle- 
ment House  and  the  Garden  Valley  Neighborhood  House  in  Cleveland. 
And  I  am  currently  a  member  of  the  CED  Committee  on  the  problems 
of  urban  poverty  and  welfare. 

Mr.  Burke.  That  is  a  settlement  house  that  deals  mostly  with  young 
people? 

Mr.  Lightbody.  It  actually  covers  the  whole  range  from  day  care  to 
golden  age. 

Mr.  Burke.  Do  you  come  in  contact  with  any  of  these  youngsters 
who  are  under  what  you  call  "child  welfare"  from  the  public  institu- 
tions ?  Would  you  care  to  comment  on  their  behavior  and  how  they  seem 
to  be  reacting  to  society  ? 

Mr.  Lightbody.  I  am  not  really  an  expert. 

Mr.  Burke.  I  am  trying  to  get  some  information  about  their  be- 
havior in  comparison  to  the  behavior  of  those  who  come  from  normal 
homes. 


personal  observations  of  the  children  that  I  have  seen  participating  in 
the  day-care  centers  and  other  child  activities  are  that  the  children  to 
a  degree  tend  to  have  less  internal  resources.  Their  attention  span  in 
general  is  shorter.  They  are  not  as  accustomed  to  participating  in 
activities  for  a  long  period  of  time  as  some  of  the  more  advantaged 
children  that  I  have  observed. 

Mr.  Burke.  I  notice  it  is  getting  close  to  6 :30.  The  hour  is  late.  I 
had  intended  to  ask  you  more  questions,  but  thank  you  very  much. 
Mr.  Lightbody.  I  appreciate  the  opportunity.  Thank  you. 
Mr.  Cormax.  Mr.  Lightbody,  your  testimony  has  been  an  interest- 
ing and  refreshing  point  of  view.  We  appreciate  having  you  with  us 
today. 

Mr.  Lightbody.  Thank  you  very  much. 

Mr.  Corma^t.  Our  next  witness  is  Mr.  David  M.  Cleary, 
Philadelphia,  Pa. 

Mr.  Cleary,  we  are  pleased  to  welcome  you  to  the  committee.  We 
appreciate  your  patience.  You  may  summarize  your  statement,  if  you 
wish,  and  it  will  appear  in  the  record  as  if  you  had  read  it  in  full. 

Mr.  Conable.  It  is  a  great  privilege  to  be  the  anchorman. 

STATEMENT  OE  DAVID  M.  CLEARY,  UPPETL  DAUBY,  PA. 

Mr.  Cleary.  Sir,  I  never  realized  that  having  the  last  word  would 
be  such  a  tedious  process. 

Mr.  Chairman,  I  hope,  also,  to  bring  a  refreshing  point  of  view  to 
you. 

I  have  a  rather  short  statement.  I  sweated  blood  in  getting  it  so  short. 
With  your  permission,  sir,  I  would  like  to  read  it. 
Mr.  Corman.  We  would  be  pleased  to  hear  it. 
Mr.  Cleary.  Thank  you,  sir. 

Mr.  Chairman,  honorable  Members  of  Congress,  ladies  and  gentle- 
men, my  name  is  David  M.  Cleary.  I  am  employed  by  the  Philadelphia 
Evening  and  Sunday  Bulletin,  and  have  been  observing  and  writing 
about  the  practice  of  medicine  for  the  past  16  years.  Since  1965  I  have 
also  conducted  a  weekly  question-and-answer  column  on  the  subject  of 
social  security  and  medicare,  and  have  thereby  become  familiar  with 


expert  in  this  field,  but  any 


2473 


various  problems  being  encountered  by  social  security  beneficiaries  and 
those  who  find  themselves  ineligible  for  benefits  they  had  been  expect- 
ing. I  do  not  currently  receive  social  security  benefits ;  my  more  pressing 
concern  is  this  financing,  in  which  I  participate  via  payroll  reductions. 

I  wish  to  emphasize  that  I  appear  as  an  individual,  representing  no 
other  person  or  organization,  and  that  my  views  are  my  own.  I  must 
say  I  have  probably  not  an  original  one  in  the  bunch. 

The  role  of  the  Bulletin  Co.  with  respect  to  this  testimony  is  that  it 
has  granted  me  the  time  to  prepare  and  present  these  remarks,  without 
knowledge  of  their  substance. 

OLD  AGE,  STJEVTVORS,  AM)  DISABILITY  BENEFITS 

In  view  of  today's  cost  of  living,  I  favor  increases  in  cash  allowances 
under  the  old  age,  survivors,  and  disability  provisions  of  the  Social 
Security  Act,  just  as  I'm  sure  you  all  do — if  a  way  can  be  found  to 
finance  them,  t  would  not  like  to  see  those  increases  nullified  by  con- 
tinuing inflation,  as  has  been  recurrent  pattern  in  recent  years. 

I  see  inflation  as  the  real  enemy  of  the  elderly,  and  of  the  Nation 
as  a  whole.  I  see  no  hope  of  giving  social  security  beneficiaries  a  sense 
of  economic  security  unless  prices  stabilize. 

Unfortunately,  I  can  offer  no  across-the-board  formula  for  achieving 
stable  process,  but  must  limit  my  suggestions  to  that  most  rapidly  in- 
flating 6-  to  7-percent  segment  of  the  gross  national  expenditures  I 
know  something  about,  the  purchase  of  medical  services. 

MEDICARE  AND  MEDICAID 

I  see  titles  XYII  and  XIX  of  the  act  as  basically  faulty,  in  that  they 
have  perpetuated,  and  intensified,  the  very  problems  they  were  in- 
tended to  solve.  In  this  connection,  I  could  document  as  Mr.  Donnelly 
did  many  abuses,  but  I  will  not. 

Please  reflect  that  the  financial  relationship  between  doctor  and 
patient,  which  the  American  Medical  Association  cherishes  and  seeks 
to  preserve,  is  one  of  privacy — a  closed-door  game  of  poker  in  which 
the  doctor  starts  with  four  aces,  has  the  opportimity  to  learn  what 
cards  the  patient  holds  before  making  any  bets,  and  will  allow  only 
his  accomplices  to  occupy  other  seats  at  the  table. 

May  I  depart  from  the  text  a  moment  here,  sir?  The  doctor  does  not 
necessarily  play  these  aces.  He  won't  if  you  are  the  patient  or  if  I  am 
the  patient  because  he  knows  that  you  and  I  have  power.  You  have 
legislative  power  and  I  have  the  power  of  publicity,  but  the  man  who 
doesn't  have  these  powers  is  at  his  mercy  if  he  chooses  to  play  these 
aces. 

The  doctor  is  in  complete  control.  Even  if  the  diagnosis  he  reaches 
is  incorrect,  the  patient  is  in  no  position  to  question  it.  The  doctor 
decides  what  medicine  the  patient  will  take,  how  often,  and  for  how 
long.  He  decides  whether  the  patient  shall  enter  a  hospital,  what  hap- 
pens to  him  while  there — including  the  number  of  other  doctors  who 
shall  participate  in  his  diagnosis  and  treatment — and  when  he  shall 
be  discharged.  He  decides  how  often  the  patient  must  return  for  addi- 
tional treatment  or  evaluation — at  a  fee  each  time,  of  course — and  in  all 
these  decisions  is  answerable  only  to  his  peers — other  doctors  who  are 
his  brothers  in  a  tightly  knit  fraternity. 
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A  fraternal  organization  known  as  the  hospital  medical  staff  decides 
what  departments  the  hospital  shall  have,  and  how  each  department 
shall  he  equipped  and  staffed  by  personnel  on  the  hospital  payroll. 
Hospital  administrators  and  trustees  have  no  management  function  in 
this  situation;  their  job  is  simply  to  find  the  money  to  pay  for  the 
equipment  and  employees  the  doctors  say  they  need. 

Other  members  of  the  doetors's  fraternity  sit  on  grievance  commit- 
tees and  hold  voting  control  of  the  Blue  Shield  boards  of  directors, 
which  set  fee  schedules.  Xational  standards  for  hospitals  are  set  by  still 
more  fraternity  brothers  who  dominate  the  Joint  Commission  for 
Accreditation  of  Hospitals. 

Before  the  advent  of  health  insurance,  doctors'  incomes  were  limited, 
sometimes  to  the  poverty  level,  by  what  their  patients  could  afford  to 
pay  while  sick  or  after  recovery. 

Third  party  payment  plans  changed  that.  Xowadays,  a  typical 
doctor's  bill  is  paid  by  an  insurance  organziation  upon  approval  by  a 
clerk  who  has  no  knowledge  of  what  happened  in  the  doctor's  office  or 
surgical  suite,  beyond  what  the  doctor  says  happened.  The  clerk  doesn't 
know  whether  the  doctor  really  did  what  the  bill  says  he  did,  and 
worst  of  all,  whether  the  patient  was  benefited  or  harmed  by  the 
procedure. 

I  might  add  here  that  Mr.  Donnelly  is  correct  that  the  patient  seldom 
gets  to  see  the  detailed  bill. 

Until  1966,  there  remained  a  control — a  slight  one — on  what  doctors 
could  charge ;  the  amount  the  public  was  willing  to  pay  in  premiums 
for  health  insurance;  plus  whatever  additional  payments  they  could 
extract  from  patients  by  alleging  that  maximum  insurance  allowances 
were  inadequate. 

In  title  XVIII,  even  that  control  has  been  removed.  Part  A  has  given 
doctors  a  blank  check  in  admitting  elderly  patients  to  hospitals  for 
procedures  that  might  be  provided  elsewhere  just  as  well.  Part  B 
provides  another  blank  check  through  which  doctors  may  charge  fees 
limited  only  by  their  consciences.  What  the  American  Medical  Associa- 
tion sought,  in  its  testimony  before  this  committee  last  week,  was 
similar  blank  checks  in  dealing  with  the  rest  of  the  population. 

I  do  not  suggest  that  every  provider  has  abused  medicare.  But  many 
have,  as  I  can  document  if  desired.  I  believe  the  figures  cited  by  Com- 
missioner Ball  earlier  during  these  hearings  provide  adequate  evi- 
dence that  faith  in  the  willingness  of  providers  to  hold  costs  at  rea- 
sonable levels  has  been  misplaced : 


Fiscal  years 

Pt.  A  payments 
(hospitals,  etc.) 

Pt.  B  payments 
(physicians,  etc.) 

1966-  67     

1967-  68   

1968-  69    

  $2,507,773,000 

3,736,322,000 

  3,653,976,000 

$664,  261,000 
1,389,622,000 
1.644,  841,000 

Additional  administrative  costs  of  medicare  title  XVTII  only,  $298,- 
850,000  in  fiscal  1969 — represents  money  which  purchased  no  health 
care,  and  which  I  believe  can  be  more  effectively  spent. 

Secretary  Finch  has  made  efforts  to  control  these  costs.  In  J anuary , 
shortly  after  he  came  in,  he  placed  certain  restrictions  on  part  B 
payments,  which  hurt  most  elderly  people  who  had  already  paid 
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doctors  for  services  during  1968,  then  had  their  claims  for  reimburse- 
ment honored  only  in  part.  And  he  called  in  June,  with  the  endorse- 
ment of  President  Nixon,  for  doctors  to  join  Government  in  efforts 
to  prevent  an  imminent  breakdown  in  the  delivery  of  medical  care. 
To  date,  that  plea  has  gone  unheeded  by  organized  medicine. 

Another  abuse,  perhaps  unwitting  and  perhaps  outrightly  fraudu- 
lent, involves  health  insurance  carriers  which  issue  policies  duplicat- 
ing medicare  provisions,  and  then  look  to  the  Government  as  first 
payer  of  claims.  In  this  situation  carriers  are  collecting  unearned 
premiums,  since  they  are  not  really  accepting  all  risks  described  in  the 
policies. 

RECOMMENDATIONS 

It  is  with  considerable  reluctance,  since  I  have  long  worked  with 
doctors  and  have  great  admiration  for  many  of  them,  that  I  recom- 
mend to  this  committee  the  very  drastic  action  of  putting  all  health 
care  under  direct  Federal  control.  But  I  see  no  alternative,  since  it 
is  impossible  to  police  every  delivery  of  medical  service,  even  if  that 
invasion  of  privacy  were  desirable. 

I  have  attached  to  each  printed  copy  of  this  testimony  an  outline 
of  a  plan  for  creating  a  National  Health  Service  in  the  United  States, 
based  on  the  recommendations  of  Dr.  Isadore  S.  Falk,  professor 
emeritus  of  public  health  at  Yale  University,  but  containing  addi- 
tional recommendations  from  other  sources. 

May  I  ask  you  to  turn  momentarily  to  the  plan,  gentlemen? 

The  first  couple  of  recommendations  are  identical  to  those  of 
Mr.  Reuther  the  other  day  because  they  came  from  the  same  source, 
Mr.  Falk. 

The  patient  would  pay  nothing  for  medical  care,  except  token  fees 
for  eyeglasses,  prescription  drugs,  and  false  teeth,  to  the  extent  neces- 
sary to  prevent  waste.  Other  attempts  to  pay  providers  would  be 
considered  bribes,  punishable  by  fine  or  imprisonment  or  both. 

I  would  want  the  patient  never  to  see  a  hospital  bill.  They  are  very 
complicated,  I  understand,  many  of  them,  and  I  have  worked  with 
them  all  the  time.  I  am  sure  most  people  don't  understand  what  they 
are  being  billed  for. 

I  would  like  the  patient  to  be  able  to  choose  the  family  doctor  and 
go  to  the  specialists  he  recommends.  In  case  of  disagreements,  the 
patient  may  change  doctors  and  seek  review.  Funding  is  identical  to 
the  Reuther  proposals,  I  believe. 

HEALTH  INSURANCE 

Blue  Cross  and  Blue  Shield  and  all  the  health  insurance  forms  to 
be  abolished  and  assets  to  be  transferred  to  the  national  health  fund. 
The  Reuther  plan  calls  for  that,  also. 

Malpractice  insurance  to  be  similarly  abolished;  replaced  by  (1) 
expanded  disability  payments  to  victims  under  social  security  system, 
and  I  mean  real  disability  for  a  person  who  has  to  support  a  family, 
enough  that  he  can  do  this  on,  and,  second,  appropriate  punishment — 
fine,  suspension  of  license,  imprisonment,  et  cetera — of  perpetrators 
as  separate  actions,  thus  eliminating  litigation  as  a  factor  affecting 
victim. 
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I  would  point  out  here,  gentlemen,  that  among  the  things  that  we 
have  in  the  medical  system  is  that  we  have  hundreds  of  thousands 
of  people  making  a  living  off  the  sick,  the  hospital  and  medical 
industry  that  provide  no  service.  A  lot  of  them  are  in  the  insurance 
business,  Blue  Cross,  Blue  Shield,  other  health  insurance  plans.  A  lot 
of  them  collect  bills  or  send  bills  or  prepare  bills  or  sue  for  bills, 
and  I  would  like  to  throw  all  of  these  people  out  of  the  cost  of  health 
care. 

State  and  local  governments  to  be  relieved  of  all  responsibility  for 
health  care,  and  I  wish  I  had  said  here  sickness  care,  because  I  don't 
really  mean  health.  I  want  city  and  local  and  State  governments  to 
be  responsible  for  environmental  health,  for  epidemiology,  for  killing 
rats,  for  sanitation,  and  those  things  that  prevent  the  need  for  seeing 
doctors. 

HOSPITALS 

Hospitals — and  this  will  require  some  enabling  legislation :  All 
State,  county,  and  municipal  hospitals,  including  mental  hospitals, 
to  be  transferred  to  the  Federal  Government. 

If  I  read  correctly  the  decision  of  the  Governors'  conference  in 
Colorado  Springs,  they  would  like  nothing  more  than  to  get  rid  of 
these.  They  would  give  them  away  if  they  were  relieved  of  the  responsi- 
bility of  running  them. 

Other  hospitals  to  remain  under  existing  ownership  unless,  of 
course,  the  owner  wishes  to  sell  to  the  Government,  but  to  receive 
patients  only  from  the  Federal  fund,  the  single  source. 

Each  hospital  allowed  to  offer  only  those  services  approved  by  a 
regional  planning  agency,  and  required  to  meet  Federal  standards. 

POLICY  CONTROL 

By  a  National  Academy  of  Medicine,  similar  in  structure  and  au- 
thority to  the  National  Academy  of  Science,  responsible  for :  1.  Estab- 
lishing curriculums  for  all  schools  of  medicine,  dentistry,  nursing, 
pharmacy,  and  related  health  sciences,  to  produce  practitioners  ori- 
ented toward  preventive  medicine  and  community  practice.  Please 
note,  I  did  not  say  a  single  curriculum,  gentlemen,  but  curriculums. 
This  will  be  different  schools  with  different  functions. 

Establishing  each  year,  in  accordance  with  national  need,  a  limited 
quota  of  residence  training  openings  in  medical  specialties,  insuring 
that  the  majority  of  physicians  remain  in  community  .practice. 

Establishing  national  licensure  of  all  health  practitioners  getting 
away  from  all  the  State  differences  on  a  career-ladder  basis  so  that 
orderlies  can  become  nurses,  pharmacists  and  nurses  can  become  physi- 
cians with  relicensure  at  appropriate — 5-year? — intervals  based  on 
knowledge  of,  and  proficiency  in,  current  therapeutic  techniques ;  such 
knowledge  and  proficiency  to  be  recognized  without  regard  to  method 
of  attainment,  with  no  formal  schooling  requirements. 

In  other  words,  I  would  like  to  wipe  out  all  the  diploma  system  which 
prevents  people  capable  of  providing  health  services  from  providing 
them. 

Four,  reviewing  medical  procedures  and  establishing  criteria  to  in- 
sure application  of  that  procedure  in  each  situation  which  is  in  the  best 
interest  of  the  patient. 
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I  would  like  to  illustrate  very  quickly.  If  you  have  a  lot  of  money  or 
Blue  Cross  and  have  internal  hemorrhoids,  you  will  spend  a  week  in 
the  hospital,  go  through  a  lot  of  pain,  be  4  weeks  off  the  job  and  the 
surgeon  will  collect  $400.  If  you  are  absolutely  broke  and  have  inter- 
nal hemorrhoids,  he  can  do  this  in  his  office  in  10  minutes  and  you  can 
go  back  to  work  the  next  day. 

I  can  document  that,  gentlemen. 

(The  documents  referred  to  follows :) 

[From  the  Journal  of  the  American  Medical  Association,  Apr.  29,  1968] 

Critical  Commentary — Nonoperative  Ligation  Treatment  of  Internal 

Hemorrhoids 

(Norman  W.  Frink,  M.D.,  and  Lawrence  Duckler,  M.D.) 

A  hemorrhoidectomy  is  extremely  unpleasant  for  the  patient.  He  has  a  great 
deal  of  pain  afterward,  and  he  can  vividly  recall  his  first  postoperative  howel 
movements  for  a  very  long  time !  After  several  well-remembered  days  in  the 
hospital,  he  is  still  usually  unable  to  return  to  work  for  one  to  three  weeks.  In 
addition  to  the  pain  and  suffering,  the  operation  can  cost  a  lot  of  money.  If 
the  surgeon's  and  the  'anesthesiologist's  fees,  the  operating  room  and  hospital 
charges,  and  the  patient's  lost  earnings  are  totaled,  the  expense  is  often  consider- 
able. 

Hemorrhoids  are  essentially  benign.  They  rarely,  if  ever,  threaten  life.  After 
all,  hemorrhoids  are  only  varicosities  occurring  in  veins  normally  present  in  the 
rectum.  Asymptomatic  hemorrhoids  probably  need  not  be  treated  at  all.  Hemor- 
rhoids, however,  can  be  most  unpleasant  and  disagreeable.  They  can  bleed ;  they 
can  protrude.  Often  they  are  quite  uncomfortable.  Sometimes  they  hurt.  As  a 
rule,  however,  they  cause  but  little  pain  unless  there  is  an  associated  thrombosis 
in  the  hemorrhoidal  veins. 

The  nonoperative  ligation  treatment  as  an  office  procedure  can  eliminate  the 
internal  hemorrhoids  without  a  major  operation,  Being  painless,  no  anesthesia 
is  required.  Hospitalization  is  not  needed,  and  the  patient  loses  no  time  from  work. 
It  ought  to  be  a  welcome  treatment,  indeed,  as  far  as  the  patient  is  concerned. 

Barron  and  Fallis 1  were  the  first  to  report  a  really  large  series  of  400  patients 
so  treated.  The  principle  of  the  necrosing  ligature  is  an  old  one  and  dates  back 
to  the  early  days  of  surgical  history.  Considering  some  of  the  almost  barbarous 
methods  of  treating  hemorrhoids  that  have  been  described  in  the  past,  it  seems 
odd  that  this  ligation  principle  was  not  applied  many  years  ago.  Hirschman 2  in 
1914  suggested  that  elderly,  debilitated  persons  with  bleeding  internal  hemor- 
rhoids could  be  treated  by  simple  suture  ligation.  It  was  not  suggested  that  such 
treatment  might  work  equally  well  for  younger,  nondebilitated  persons. 

technique 

Barron1  devised  an  ingenious  instrument  which  makes  the  ligation  easy  to 
perform.  This  instrument  is  really  a  modification  of  an  earlier  one  described  by 
Blaisdell,3  combined  with  a  device  used  by  Gravelee  and  Jones 4  for  ligating  the 
umbilical  cord.  The  basic  principle  is  the  application  of  a  very  small  caliber  rub- 
ber band  as  a  necrosing  ligature  about  the  base  of  the  internal  hemorrhoid. 

The  instrument  (FIG.  1)  consists  of  two  open-ended  metal  drums  connected  by 
a  10-inch  long  shaft  to  a  handle,  the  outer  drum  sliding  over  the  inner  one.  The 
apparatus  is  loaded  by  advancing  two  ^io-inch  lumen  rubber  bands  onto  the  in- 
ner drum  over  a  removable  plastic  cone  to  which  a  small  amount  of  lubricant  has 
been  applied  (Fig.  2).  The  cone  is  pulled  out  of  the  inner  drum  after  the  bands 
are  in  place.  A  moderately  large  anoscope  is  inserted.  Through  the  anoscope,  one 
of  the  internal  hemorrhoids  is  drawn  into  the  inner  drum  with  the  grasping  for- 


1  Barron,  J.,  and  Fallis,  L.  S. :  Nonoperative  Treatment  of  Internal  Hemorrhoids,  J. 
Canad.  Med.  Assoc.  90  :  910-914  (April  11)  1964. 

2  Hirschman,  L.  J. :  Handbook  of  Diseases  of  the  Rectum,  St.  Louis  :  C.  V.  Mosby  Co., 
1914.  pp.  180-183. 

3  Blaisdell,  P.  C. :  New  and  Original  Concepts  in  Proctologic  Surgery,  presented  as  a 
scientific  exhibit  at  the  103rd  annual  convention  of  the  American  Medical  Association,  San 
Francisco,  June  21-25,  1954. 

4  Gravelee,  L.  C,  and  Jones,  W.  N.  :  Automatic  Device  for  Tying  the  Umbilical  Cord, 
Obstet.  Gynec.  15  :  43-46  (Jan.)  1960. 

36-662  O — 70 — pt.  7  13 


2478 


ceps.  Squeezing  the  handle  of  the  ligator  slides  the  outer  drum  over  the  inner 
one,  pushing  the  rubber  hands  off  where  they  drop  over  the  base  of  the  hemor- 
rhoid. 

The  total  time  involved  in  the  ligation  is  thirty  to  sixy  seconds.  No  anesthesia 
is  needed,  and  the  patient  can  return  immediately  to  his  usual  activities. 

The  hemorrhoid  sloughs  off  in  a  few  days,  carrying  the  rubber  band  with  it. 
Usually,  the  patient  is  unaware  that  this  has  occurred,  though  he  may  notice  a 
trace  of  blood  on  that  day.  As  a  rule,  only  one  hemorrhoid  is  ligated  at  a  time, 
though  two  may  be  done  if  they  are  -small.  Most  patients  require  three  or  four 
ligations  done  at  two-  to  four-week  intervals. 

RESULTS 

This  procedure  has  been  used  on  90  patients  at  this  clinic.  Complaints  have 
been  few,  and  none  were  serious.  A  few  patients  described  slight  tenesmus  for 
one  or  two  days  after  the  first  ligation.  Ten  patients  complained  of  mild  pain  for 
several  days.  In  each  case,  the  pain  was  relieved  by  aspirin.  The  degree  of  pain 
is  related  to  the  closeness  of  the  ligature  to  the  anal  margin.  The  ligature  must  be 
applied  only  to  the  insensitive  rectal  mucosa.  If  the  transitional  or  squamous 
epithelium  of  the  anus  is  included  in  the  ligature,  considerable  pain  may  occur 
at  the  time  of  ligation.  On  two  occasions,  it  was  necessary  to  cut  the  rubber  bands 
because  of  pain  and  reapply  them.  One  patient  required  hospitalization  because 
the  ligated  hemorrhoid  prolapsed,  dragging  a  rosette  of  remaining  hemorrhoids 
with  it.  There  have  been  no  postligation  hemorrhages,  and  no  strictures  have 
been  Observed  in  our  18-months'  experience.  Recurrences  may  develop  later, 
just  at  they  do  occasionally  after  a  hemorrhoidectomy.  If  this  should  happen,  it 
would  be  a  simple  matter  to  just  snap  another  rubber  band  on  the  recurrent  (or 
new)  hemorrhoid. 

COMMENT 

It  must  be  emphasized  that  this  technique  is  not  applicable  to  all  hemorrhoids. 
It  is  ideally  suited  to  the  person  with  large,  bleeding  or  protruding,  internal 
hemorrhoids.  It  should  not  be  used  for  external  hemorrhoids  and  probably  not 
for  those  internal  ones  with  recent  nonresolved  areas  of  thrombosis.  Only  the 
internal  component  of  combined  internal  and  external  hemorrhoids  should  be 
ligated.  Obviously,  this  treatment  will  not  benefit  those  patients  whose  symptoms 
are  due  to  other  conditions,  even  if  hemorrhoids  are  incidentally  present.  This 
refers  to  such  entities  as  fissures,  abscesses,  fistulae,  or  pruritus. 

After  the  hemorrhoid  has  sloughed  off,  all  that  remains  is  a  0.5<?m  granulating 
area  that  heals  completely  in  a  week  or  two.  When  the  patient  is  examined  after 
the  ligations  are  concluded,  the  rectum  appears  quite  normal.  The  external  tags 
remain,  of  course.  It  would  be  an  easy  matter  to  excise  these  tags  with  local 
anesthesia,  if  so  desired.  We  have  not  felt  that  this  was  necessary,  since  the  tags, 
in  themselves,  rarely  cause  any  significant  symptoms. 

Without  exception,  all  90  of  the  patients  treated  have  been  completely  relieved 
of  their  presenting  symptoms  of  bleeding,  protrusion,  and  discomfort.  They  are, 
indeed,  a  happy  and  grateful  lot,  since  most  of  them  know  people  who  have  under- 
gone hemorrhoidectomies. 

Thus,  there  is  an  alternative  to  a  surgical  hemorrhoidectomy.  The  litgation 
treatment  is  painless,  requires  neither  hospitalization  nor  anesthesia,  is  inexpen- 
sive, results  in  no  time  loss  for  the  patient,  and  has  no  significant  complications 
or  sequelae.  The  results,  seemingly,  are  just  as  good.  It  is,  therefore,  gently  sug- 
gested that  perhaps  a  hemorrhoidectomy  is  not  always  a  really  necessary  opera- 
tion. 


[From  the  Evening  Bulletin,  Philadelphia,  Pa.,  Nov.  3,  1969] 
Doctors  Describe  Methods  of  Curing  Piles  Painlessly 
(By  David  M.  Cleary) 

Atlantic  City. — A  common  surgical  operation,  responsible  for  tens  of  thou- 
sands of  hospital  admissions  each  year,  is  gradually  moving  out  of  the  hospital 
and  into  the  doctor's  office. 

The  operation,  seldom  mentioned  in  polite  society,  is  the  removal  of  hemor- 
rhoids, also  known  as  piles,  which  afflict  two-thirds  of  all  American  adults. 

Hemorrhoids  are  varicose  ( swollen )  veins  in  the  rectal  area. 
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They  occur  in  man  and  apes  because  the  veins  in  that  area  are  not  equipped 
with  one-way  valves,  as  the  legs  are,  to  keep  blood  from  collecting  under  the  force 
of  gravity.  Then  veins  swell  and  eventually  burst.  The  symptoms  are  itching,  pain 
and  bleeding. 

TWO  DEVELOPMENTS 

Dr.  George  L.  Becker  Sr.,  of  Paterson,  N.J.,  who  moderated  a  panel  discussion 
of  hemorrhoids  here,  said  the  standard  surgical  procedure  of  exercising  (cutting 
out)  the  swollen  veins  is  giving  way  to  two  new  developments  : 

— A  technique,  developed  seven  years  ago  by  Dr.  James  Barron  of  Henry 
Ford  Hospital  in  Detroit,  of  "strangling"  a  hemorrhoid  by  placing  a  "doughnut" 
of  high  tension  rubber  around  its  base.  The  rubber  contracts  and  deprives  the 
hemorrhoid  of  blood  supply,  causing  it  to  die  and  fall  away,  rubberband  and  all, 
within  a  few  days. 

— A  newer  method,  so  far  the  snbject  of  only  a  preliminary  report  in  a  medical 
journal  last  month,  of  freezing  hemorrhoids  to  160  degrees  below  zero  Centi- 
grade (750  below  zero  Fahrenheit)  which  similarly  causes  it  to  die  and  fall  away 
without  causing  significant  bleeding. 

Both  procedures  can  be  done  in  a  doctor's  office  without  the  need  for  hospitaliza- 
tion, said  Dr.  Becker.  The  freezing  procedure,  however,  has  only  been  done,  so 
far,  by  Dr.  Martin  I.  Lewis  and  associates  of  Los  Angeles  while  patients  visited 
a  hospital  for  an  hour  or  two. 

CALLED  PAINLESS 

One  drawback  of  Dr.  Barron's  rubberband  technique  is  that  it  can  be  used  only 
for  internal  hemorrhoids — those  high  enough  in  the  bowel  to  be  free  of  pain- trans- 
mitting nerves — but  the  freezing  technique  is  applicable  to  all  hemorrhoids 
because  the  intense  cold  produces  instant  anesthesia. 

Both  procedures  are  virtually  painless  when  performed  properly,  and  patients 
can  go  back  to  work  the  same  day  or  next  day,  thereby  eliminating :  . 

— The  inconvenience  and  expense  of  seven  to  ten  days  in  a  hospital. 

— Loss  of  one  to  four  weeks  from  work. 

— The  risks  inevitably  associated  with  the  anesthesia  required  for  the  standard 
surgery. 

— And  the  pain,  often  described  as  excruciating,  which  attends  bowel  move- 
ments during  the  first  week  or  so  after  surgery. 

PANEL  MEMBERS 

Members  of  Dr.  Beckers  panel  included  Dr.  James  A.  Ferguson  of  Grand 
Rapids,  Mich.,  this  year's  president  of  the  American  Proctologic  Society,  Dr. 
Salvatore  J.  Detrano  of  Union  City,  N.J.,  Dr.  Irving  J.  Larkey  of  Irvington.  N.J., 
and  Dr.  Carl  J.  Guzzo  of  Spring  Lake,  N.J. 

The  occasion  was  the  20th  annual  Northeastern  Proctologic  Conference, 
attended  by  protologists  (doctors  specializing  the  medical  and  surgical  treatment 
of  ills  of  the  colon  and  rectum )  from  Virginia  to  New  England,  which  ended  here 
yesterday. 

All  panelists  except  Dr.  Guzzo,  and  all  but  a  dozen  of  the  60-odd  members  of 
the  audience,  indicated  by  a  show  of  hands  that  they  had  used  the  Barron  pro- 
cedure, which  involves  a  special  instrument  for  stretching  the  rubber  doughnut 
and  then  releasing  it  so  it  can  contract  around  the  hemorrhoid. 

WHO  USES  PEOCEDTKE 

Dr.  Detrano  said  he  now  uses  the  Barron  procedure  as  the  method  of  choice 
whenever  possible,  and,  thereby,  spares  more  than  50  percent  of  his  patients  the 
ordeal  of  entering  a  hospital  for  surgery. 

Dr.  Harold  Rovner  of  Jefferson  Medical  College,  in  the  audience,  said  he  uses 
the  rubber  doughnuts  for  about  20  percent  of  the  hemorrhoid  victims  he  sees. 

Dr.  Henry  J.  Bourland  of  Drexel  Hill,  said  he  hadn't  computed  a  percentage, 
but  does  eight  to  ten  of  the  Barron  procedures  each  day.  and  has.  thereby,  kept 
some  4,000  to  5,000  hemorrhoid  victims  out  of  hospitals  in  the  past  five  years. 

It  was  not  always  so.  When  Dr.  Barron  first  described  his  procedure  to  mem- 
bers of  the  American  Protologic  Society  in  1963,  the  reaction  was  cold. 

Proctologists,  who  also  excise  cancers  and  perform  other  rectal  surgery,  were 
in  no  mood  to  abandon  the  operation  they  do  most  frequently,  and  which  produces 
the  majority  of  their  income. 
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COOL  RECEPTION 

When  the  society  held  its  1903  national  meeting  in  Philadelphia,  Dr.  Barron 
was  denied  an  opportunity  to  present  a  report  of  his  further  experience.  But  Dr. 
Becker,  presenting  a  committee  report  on  another  subject,  reported  he  had  used 
the  Barron  procedure  and  found  it  valuable. 

Things  have  changed  since  then.  With  the  advent  of  Medicare,  thousands  of 
retired  people  have  sought  treatment  of  long-neglected  hemorrhoids,  and  proctolo- 
gists have  far  more  patients  than  they  can  treat  by  surgery. 

"In  Northern  New  Jersey,"  said  Dr.  Becker,  "we  all  use  the  Barron  technique ; 
anyone  who  doesn't  will  soon  have  no  patients." 

NOT  PRECISE 

No  panel  member  could  report  any  experience  with  the  new  freezing  technique, 
but  Dr.  Richard  Hopping,  East  Orange,  N.J.,  reported  from  the  audience  that  he 
had  tried  freezing  and  didn't  like  it. 

Dr.  Hopping,  57,  said  he  didn't  consider  it  surgery,  because  it  is  a  far  cry  from 
the  "definitive,  dissective  surgery  I've  been  brought  upon." 

Unlike  the  expertly  wielded  scalpel,  said  Dr.  Hopping,  the  cryosurgical  probe 
destroys  tissue  indiscriminately  within  a  given  radius  of  its  tip,  and  he  said  that 
"isn't  precise  enough." 

Mr.  Cleary.  Of  course,  nobody  gets  a  chance  to  see  what  a  proctolo- 
gist is  doing,  not  even  the  patient. 

Five,  determining  the  degree  to  which  former  military  medical 
corpsmen,  nurses,  and  medical  technicians  may  become  primary  medi- 
cal care  providers,  working  without  physician  supervision,  and 
licensing  them  accordingly. 

Six,  determining  and  promulgating  the  conditions — regulations — 
under  which  pharmacists  may  prescribe  drugs  and  render  minor  medi- 
cal services — dressing  of  lacerations,  et  cetera; — as  primary  providers 
without  physician  supervision,  and  establishing  licensing  and  remuner- 
ation procedures. 

Here,  gentlemen,  I  call  for  the  corner  drugstore  man  who  has  been 
trained  in  pharmacy,  in  first  aid,  to  go  back  to  the  things  that  he  was 
lobbied  away  from  doing,  to  take  care  of  these  little  things  that  you 
don't  need  to  see  a  man  who  has  spent  10  to  15  years  out  of  high  school 
learning,  these  little  things. 

I  would  also  like  for  nurses  with  industrial  experience  to  be  able 
to  set  up  storefront  operations  for  these  little  things.  That  would  have 
to  be  done  within  qualifications,  of  course. 

PHYSICIANS,  DENTISTS,  PODIATRISTS,  OPTOMETRISTS,  ET  CETERA 

Would  be  allowed  to  choose  reimbursement  by  salary  or  capitation. 
Fees  for  service,  if  allowed  during  a  transition  period,  would  be  limited 
to  an  income  not  greater  than  available  via  salary  or  capitation 
formulas. 

Fees  for  service,  if  allowed  at  all,  during  the  transition  period,  would  . 
be  allowed,  gentlemen,  and  I  would  put  every  physician  and  every 
provider  on  a  salary  basis  if  I  possibly  could  or  capitation  if  that  is 
necessary,  but  this  would  do  away  with  the  monetary  incentive  for  the 
kinds  of  abuses  that  Mr.  Donnelly  was  talking  about  and  which  I  know 
about. 

PRESCRIPTION  DRUGS 

To  be  prescribed  by  generic  name  exclusively. 

I  have  looked  into  this.  As  you  know,  there  are  pharmaceutical 
houses  with  a  500  to  1,000-percent  markup  between  cost  of  manu- 
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turef  acture  and  cost  to  the  wholesaler  and  this  is  the  inflated  cost  upon 
which  the  wholesaler  and  retailer  markups  are  based.  Most  of  this 
money  doesn't  go  to  profit.  It  has  gone  to  entertain  doctors  so  that  they 
will  be  prescribing  that  particular  brand  name.  It  goes  to  the  detail- 
men,  the  salesmen  that  go  around  and  talk  to  doctors  and  entertain 
them  and  if  these  detailmen  and  all  of  this  promotion  cost  were  taken 
out  of  the  cost  of  treating  the  sick  we  would  save  a  great  deal  of  money. 

RESEARCH 

Finally,  research. 

All  federally  funded  medical  research,  other  than  that  conducted 
within  and  by  the  staff  of  the  National  Institutes  of  Health,  to  be 
suspended  for  5  years,  except  for  clinical  trials  specifically  authorized 
by  the  National  Academy  of  Medicine.  During  this  period  schools 
would  concentrate  exclusively  on  teaching,  and  the  NAM  would 
evaluate  existing  knowledge  ^to  select  therapeutic  techniques  of 
greatest  merit  (item  4  above) . 

The  whole  hodgepodge  of  it  to  select  therapeutic  techniques  of 
greatest  merit  and  discard  the  remainder.  This  research  thing  seems 
very  harsh.  I  know  it  is,  but  I  know,  also,  that  we  are  going  to  have 
a  manpower  problem.  The  minute  you  say  that  everybody  can  get 
medical  care  free,  a  lot  of  people  will  be  demanding  it. 

We  will  also  have  a  lot  of  doctors  set  in  their  ways  with  their 
fortunes  made,  the  dollar  sign  doctors  that  Mr.  Donnelly  was  speak- 
ing about,  who  will  just  say,  "I  am  quitting."  These  people  will  have 
to  be  replaced.  There  will  be  greater  need,  and  I  would  like  to  see  for 
a  5-year  period  the  bulk  of  people  in  research  that  are  physicians  go 
to  treating  the  sick  that  we  have  trained  them  for  largely  at  public 
expense. 

I  would  like  the  teaching  institutions  to  teach  therapists  not  experi- 
menters. There  is  entirely  too  much  research  experimentation  done  on 
patients,  and  I  would  like  to  see  this  changed  back  to  the  patients' 
benefit  and  finally,  as  I  said,  this  would  allow  some  time  for  the 
National  Academy  of  Medicine  to  collect  the  wheat  and  discard  the 
chaff. 

Please  note  that  this  plan  eliminates  all  billing  procedures,  all  the 
bookkeeping  including  the  electronic  errors,  and  it  generally  simplifies 
administration,  but,  most  important,  it  requires  that  all  payments 
for  medical  care  emanate  from  a  single  source  so  that  the  total  cost 
of  medical  care  in  the  country  will  be  known  and  I  don't  believe  it  is 
known  now. 

If  after  10  years  or  so  of  cost  analysis  a  return  to  private  financing 
can  be  achieved  and  no  greater  cost  or  at  lesser  cost,  then  it  can  and 
should  be  so  legislated. 

Thank  you,  gentlemen,  for  your  kind  attention. 

(The  following  articles  were  submitted  by  Mr.  Cleary  as  an  exten- 
sion of  his  remarks :) 

[From  the  Sunday  Bulletin,  Philadelphia,  Pa.,  Nov.  23,  1969] 
The  Intolerably  High  Cost  of  Medical  Care,  American  Style 
(By  David  M.  Cleary) 

MANY  PLANS  DRAWN  TO  BATTLE  SKYROCKETING  EXPENSE 

This  nation's  system  for  delivering  health  care  is  mortally  ill.  Without  major 
surgery  soon,  it  will  collapse  and  die. 
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Both  the  cause  and  the  cure  of  the  system's  illness  are  matters  of  disagree- 
ment and  debate,  but  everyone  recognizes  its  principle  symptom :  an  insatiable 
appetite  for  money,  gobbling  up  every  dollar  in  sight  and  crying  loudly  for  more. 

As  recently  as  1950,  according  to  figures  compiled  by  the  Social  Security 
Administration,  total  expenditures  for  health  care  in  the  United  States  were 
under  $13  billion.  That  sum  paid  for  physicians,  dentists,  hospitals,  eyeglasses, 
drugs,  research,  and  government  efforts  in  disease  prevention — everything. 

By  1960,  the  tab  had  jumped  to  $27  billion.  It  rose  above  $40  billion  in  1905, 
was  gathering  speed  as  it  passed  the  $50  billion  margin  in  1967,  and  is  expected  to 
be  above  $64  billion  this  year,  on  its  way  to  $100  billion  by  1973. 

Other  costs  have  risen  too,  but  at  much  slower  rates.  If  the  price  of  a  loaf  of 
bread  (17  cents  in  1950)  had  kept  pace  with  America's  health  care  bill,  it  would 
now  be  84  cents  rather  than  34. 

There  has  been  no  corresponding  improvement  in  the  health  of  American 
citizens,  no  clearcut  evidence  that  we've  been  getting  value  for  our  money. 

Life  expectancy  has  improved  greatly  in  recent  years,  doctors  point  out,  but 
they  neglect  to  mention  that  the  biggest  jump — as  penicillin  and  other  anti- 
biotics cut  the  death  toll  from  pneumonia  and  other  bacterial  infections — 
occurred  in  the  1940' s. 

There  has  been  only  a  slight  rise  in  life  expectancy  since  1950.  We're  spending 
more  time  in  hospitals,  and  losing  more  time  from  work  because  of  illness,  now 
than  then. 

It's  no  longer  only  the  poor  that  find  medical  care  priced  beyond  their  means. 
Middle-class  and  even  moderately  wealthy  people  have  seen  fortunes  wiped  out 
by  illness ;  it's  hard  to  sit  through  a  bridge  game  or  attend  a  cocktail  party  with- 
out hearing  stories  like  these : 

— Mrs.  L.,  dying  of  cancer,  was  admitted  to  Hahnemann  Hospital  last  year 
when  her  doctor  felt  she  had  less  than  a  day  to  live,  and  could  pass  away  more 
comfortably  in  a  hospital.  The  prediction  was  correct ;  she  died  within  24  hours, 
but  in  that  short  time  a  bill  for  more  than  $500  was  run  up  for  her  "care." 

— Eddie  M.,  57,  last  year  needed  a  plastic  artery  to  replace  his  aorta,  which 
was  about  to  burst  and  kill  him.  He  got  the  artery,  and  is  now  in  good  health 
and  humor.  But  he's  also  deep  in  debt,  unable  to  even  think  about  sending  a 
17-year-old  son  to  college  next  year.  Eddie  has  paid  Blue  Shield  premiums, 
without  interruption,  since  the  1930's,  but  the  $480  maximum  payment  by  Blue 
Shield  for  any  one  surgical  operation  didn't  begin  to  match  the  more  than  $4,000 
charged  by  the  several  doctors  involved. 

— J.  G.,  in  a  nearby  suburb,  sees  the  other  side  of  the  Blue  Shield  coin :  its 
willingness  to  overpay  for  trivial  surgery.  He's  troubled  with  recurrent  ingrowing 
toenails,  and  has  had  them  trimmed  by  podiatrists  often,  paying  $6  each  time. 
Last  summer  he  found  Blue  Shield  would  pay  for  the  surgery,  but  he  was  aghast 
when  he  found  a  podiatrist  had  collected  $50 — $25  for  each  toenail — for  ten 
minutes  of  his  time,  part  of  it  devoted  to  conversation.  Mr.  G.  has  gone  back 
to  paying  the  $6  fees  himself,  rather  than  see  the  monthly  cost  of  Blue  Shield — 
for  all  of  us — rise  out  of  sight. 

— Mrs.  A.  G.,  visiting  here  from  England  last  summer,  went  into  Albert 
Einstein  Medical  Center's  Northern  Division  complaining  of  an  ill  feeling.  She 
learned,  at  a  cost  of  $1,069,  that  she  needed  a  cholecystectomy — removal  of  her 
gallbladder — but  that  there  was  no  hurry ;  the  operation  could  wait  until  she 
returned  to  England  where  it  would  be  done  free  under  Great  Britain's  National 
Health  Service. 

Each  of  the  above  case  histories  is  true.  Many  more  could  be  cited,  but  the 
most  flagrant  examples  of  costs  rising  out  of  proportion  to  services  are  hardest 
to  document.  They  involve  bills  submitted  to  the  government  under  Medicare, 
and  the  Social  Security  Administration  is  required  by  law  to  keep  Medicare 
records  secret. 

Even  a  Medicare  patient  finds  it  hard — almost  impossible — to  learn  what 
services  a  doctor  has  billed  for,  in  exchange  for  payments  made. 

I  learned  in  August  and  September  of  1967,  how  difficult  it  is  to  penetrate 
Medicare's  secrecy. 

Even  with  an  affidavit  from  the  patient,  a  suburban  woman  who  had  author- 
ized me  to  act  as  her  agent,  I  had  to  sign  additional  documents  promising  not  to 
reveal  to  her  any  ills  the  doctor  felt  she  shouldn't  know  about,  and  promising 
not  to  print  her  name  lest  other  doctors  identify  her  as  a  complainer  and  refuse 
to  accept  her  as  a  patient. 
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Finally,  I  got  to  see  the  bills,  and  was  able  to  report  in  The  Sunday  Bulletin 
of  September  24,  1967,  how  Dr.  M.  had  charged  Mrs.  C.  (not  their  real  initials) 
only  $106  for  ten  office  visits  in  the  year  before  Medicare  had  gone  into  effect, 
but  had  charged  $295  for  essentially  the  same  services  in  Medicare's  first  year. 

As  the  doctor  explained  it,  he  had  been  treating  Mrs.  C.  at  reduced  rates 
(although  she  had  never  asked  for  any  such  consideration)  "but  I  refuse  to 
subsidize  the  government" 

In  Medicare's  first  year,  Dr.  M's  charge  of  $295  was  typical  of  doctors  who  were 
gently  probing  to  see  how  much  the  government  would  pay.  Total  expenditure 
under  Medicare  Part  B  (the  doctor  part)  that  first  full  year  was  $664  million, 
more  than  doubling  to  $1.39  billion  the  following  year  and  reaching  $1,644  billion 
in  the  year  ended  this  past  June  30. 

Doctors  point  out  that  their  fees  under  Medicare,  as  in  medical  care  generally, 
are  much  smaller  than  hospital  charges,  which  consumed  $4,653  billion  in  Medi- 
care funds  in  the  last  fiscal  year. 

But  that's  like  saying  there  are  15  million  people  within  100  miles  of  Philadel- 
phia's City  Hall,  without  mentioning  that  eight  million  of  those  live  in  Npw 
York  City. 

DOCTORS  IN  CONTROL 

In  medical  care  cost  analysis,  the  unmentioned  fact  is  that  doctors  are  in  control 
of  hospitals  operating  costs,  since : 

— Only  doctors  decide  whether  a  patient  enters  a  hospital,  what  happens  to 
him  while  there,  and  when  he  shall  leave. 

— Through  their  collective  strength  as  the  professional  (medical)  staff  of  a 
hospital,  doctors  divide  the  hospital  into  departments,  decide  how  each  department 
shall  be  equipped,  draw  up  lists  of  hospital-paid  employes  for  each  department, 
and  set  rules  requiring  innumerable  interdepartmental  consultations.  Those  de- 
cisions are  then  dictated  to  the  hospital  trustees,  who  must  find  ways  to  raise  the 
money,  without  having  any  real  voice  in  management. 

— Still  more  members  of  the  medical  fraternity  develop  national  standards  for 
hospitals  by  holding  voting  control  of  the  Joint  Commission  on  Accreditation  of 
Hospitals. 

— Finally  physicians  and  other  health  professionals  hold  voting  control  of  Blue 
Shield  plans  (64  percent  in  the  Pennsylanvia  plan's  board  of  directors),  and  are 
responsible  for  maintaining  the  policy  that  many  procedures  will  be  paid  for  if 
done  in  hospitals,  but  not  elsewhere. 

That  policy  made  sense  in  the  beginning.  Most  folks  could  afford  whatever  a 
doctor  could  do  in  his  office  but  they  needed  help  with  the  cost  of  major  surgery 
that  could  be  performed  only  in  hospitals. 

The  same  policy,  however,  has  become,  over  the  years,  a  major  factor  in  in- 
creasing the  cost  of  medical  care.  It  prompts  doctors  to  schedule — and  patients  to 
accept — elaborate  in-hospital  procedures  instead  of  simple  ones  that  could  be 
performed  elsewhere. 

From  the  doctor's  standpoint,  work  in  hospitals  has  several  monetary  advan- 
tages. Hospital  employes  do  much  of  his  work  there,  at  no  expense  to  him.  By 
calling  several  colleagues  into  consultation,  he  can  entitle  each  to  a  fee,  at  the 
same  time  spreading  the  risk  of  blame — and  the  risk  of  a  malpractice  suit — if 
something  goes  wrong.  And  his  bills  are  paid  promptly  by  Blue  Shield  whether  the 
patient  benefits  or  is  harmed  by  over-all  procedure. 

TAILORED  CURRICULA 

So  great  has  the  appeal  of  hospital-based  practice  become  that  the  vast  majority 
of  newly  graduated  doctors  seek  it.  Medical  schools  tailor  their  curricula  to  that 
desire  and  concentrate  on  teaching  the  "team"  approach  that  utilizes  elaborate 
equipment ;  the  young  person  entering  medical  school  with  the  idea  of  going  into 
family  practice  finds  he  isn't  getting  training  for  that  kind  of  work. 

Thus  few  young  doctors  are  hanging  out  their  shingles  in  small  towns  and 
suburban  communities.  The  majority  flock  to  the  hospitals,  where  they  can  demand 
the  equipment  they've  learned  to  depend  on,  and  where  somebody  else,  on  the 
hospital  payroll,  will  provide  patient  services  at  night  and  on  weekends. 

The  U.S.  Congress  has  been  an  unwitting  accomplice  in  these  events.  Shortly 
after  World  War  II  it  accepted  the  concept,  advanced  by  doctors,  that  financial 
support  of  biological  and  medical  research  would  result  in  a  better  national  state 
of  health,  just  as  support  of  nuclear  physics  research  had  produced  the  atomic 
bomb  that  ended  the  war. 
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It  hasn't  worked  out  that  way.  Many  new  drugs  and  procedures  were  de- 
veloped, but  they  didn't  automatically  reach  the  public.  The  health  "industry" 
looked  upon  new  developments  as  additional  things  to  sell,  and  the  gap  between 
ideal  health  care  and  what  Americans  could  afford  widened  instead  of  narrowing. 

Some  of  the  new  procedures  are  widely  regarded  as  no  better  than  the  old  ones, 
just  more  complex  and  more  expensive. 

Federal  research  money  had  another  effect.  The  ability  to  obtain  research 
funds,  rather  than  skill  in  teaching,  became  the  chief  qualification  for  holding  a 
professor's  chair.  Schools  with  research-oriented  facilities  tended  to  turn  out 
graduates  more  likely  to  think  of  patients  as  subjects  for  experiments  than  as 
sick  people  seeking  tried  and  true  therapies. 

Congress  also  accepted  the  idea  that  direct  aid  to  medical  schools  for  their 
teaching  programs  would  upgrade  education,  resulting  in  better  doctors  and  im- 
proved patient  care.  But  in  providing  funds  for  elaborate  equipment  the  schools 
could  not  otherwise  have  afforded,  the  Federal  Government  hastened  the  trend 
toward  making  hospitals,  with  similarly  esoteric  equipment,  the  focal  point  of 
medical  care. 

By  1962,  when  the  nation's  bill  for  health  services  stood  at  $31  billion,  the  pinch 
was  already  being  felt  by  elderly  people,  trying  to  live  on  fixed  incomes  in  retire- 
ment. They  just  didn't  have  the  money  to  pay  the  heavy  costs  of  a  heart  attack, 
a  stroke,  or  even  a  broken  hip  that  mended  slowly. 

MEDICARE  ARRIVAL 

Congress  responded  by  enacting  Medicare,  to  be  effective  in  July  1966.  At  the 
same  time  a  program  of  medical  assistance  to  the  poor  (Medicaid  in  New  York, 
Medi-Cal  in  California,  Pennsycare  in  Pennsylvania)  was  authorized  in  partner- 
ship with  the  states. 

Other  medical  programs  authorized  by  Congress  include  MIC  (Maternal  and 
Infant  Care)  and  the  Neighborhood  Health  Centers  set  up  by  the  Office  of 
Economic  Opportunity  (OEO)  when  it  found  people  in  slums  unable  to  hold  jobs 
or  do  well  in  school  because  of  long-neglected  health  problems. 

But  it  is  now  clear,  said  Dr.  Joseph  T.  English  to  members  of  the  College  of 
Physicians  of  Philadelphia  early  this  month,  that  giving  people  tickets  entitling 
them  to  medical  care  is  not  enough  when  "there  is  no  one  to  honor  properly  the 
ticket  they  possess." 

Dr.  English,  who  was  medical  director  of  the  OEO  and  now  directs  the  Health 
Services  and  Mental  Health  Administration  in  the  Department  of  Health  Educa- 
tion and  Welfare,  described  whole  counties  in  western  states,  as  well  as  city 
ghettos,  that  have  no  doctors. 

He  echoed  the  warning  of  his  bosses,  HEW  Secretary  Robert  H.  Finch  and 
Assistant  Secretary  for  Health  Dr.  Roger  O.  Egeberg,  who  had  the  endorsement 
of  President  Nixon  last  June  in  calling  upon  all  health  professionals  to  work  with 
government  to  avert  "an  imminent  crisis,"  the  breakdown  of  the  health  care 
delivery  system. 

WARNING  UNHEEDED 

That  warning  has  gone  unheeded  by  organized  medicine.  The  American  Medical 
Association  didn't  consider  it  during  an  annual  meeting  in  July.  The  Pennsylvania 
Medical  Society  last  month  adopted  an  official  statement  calling  it  ethical  for  a 
doctor  to  charge  fees  for  treatment  of  patients  he  never  sees,  as  long  as  he 
"supervises"  in  some  way  the  delegates  did  not  define. 

Many  persons  who  have  studied  these  developments  believe  that  a  basic  change 
is  necessary  in  the  way  medical  care  is  financed — specifically,  that  a  doctor's 
own  financial  interest  should  be  separated  from  the  decisions  he  makes  with  re- 
spect to  treatment  of  his  patients. 

Several  plans  for  bringing  that  about  are  in  various  stages  of  development.  A 
greater  number  of  plans  seek  to  reorganize  health  care  delivery  while  preserving 
the  right  of  doctors  to  charge  fees.  Curiously,  almost  all  are  called  either  "Na- 
tional Health  Insurance"  or  "Compulsory  Health  Insurance,"  with  the  terms 
having  as  many  different  meanings  as  there  are  proposers. 

The  American  Medical  Association,  holding  firm  to  its  "usual  and  customary 
fee"  concept,  has  a  plan  it  calls  "Medicredit"  already  introduced  in  Congress  by 
Rep.  Richard  Fulton  (D-Mo.). 

As  outlined  in  San  Francisco  17  months  ago,  it  calls  for  non-government  in- 
surance for  everyone,  with  high-income  families  paying  the  whole  cost  and  others 
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paying  for  it  through  income  tax  credits — the  lower  the  income,  the  higher  the 
credit.  To  nobody's  surprise,  it  contains  no  provision  for  reducing  doctor  bills  or 
hospital  charges. 

A  plan  being  prepared  by  Sen.  Jacob  Javits  (R-NY)  would  have  the  govern- 
ment underwrite  the  insurance,  along  Medicare  lines  which  would  preserve  the 
fee  system. 

ROCKEFELLER  PLAN 

New  York's  Governor  Nelson  A.  Rockefeller  has  long  favored  compulsory 
health  insurance,  preferring  private  firms  as  underwriters.  His  plan  would  pay 
fees,  but  with  federal  controls  to  reduce  costs.  The  chief  appeal  of  the  Rockefeller 
plan  to  49  state  governors  (all  but  Lester  Maddox  of  Georgia)  who  endorsed  it  in 
August,  is  that  it  would  transfer  all  responsibility  for  financing  health  care  for 
the  poor  to  the  Federal  Government. 

Rep.  John  Dingell  (D-Mich.)  favors  a  federal-state  partnership  to  finance  health 
insurance  with  federal  subsidies  based  on  income. 

Aetna  Insurance  Co.  has  also  proposed  a  plan,  built  around  the  concept  that  it 
and  other  private  insurers  will  play  a  key  role. 

falk's  proposal 

None  of  those  plans  eliminates  the  fee  system,  seen  by  many  public  health 
experts  as  the  root  of  the  problem. 

Among  plans  for  eliminating  fees,  and  thereby  taking  away  any  incentive  a 
doctor  may  have  to  exploit  his  patient,  the  most  fully  developed  is  that  of  Dr. 
Isadore  S.  Falk,  professor  emeritus  of  public  health  at  Yale  University. 

He  believes  the  British  system  of  socialized  medicine,  in  which  virtually  all 
medical  care  is  free  to  consumers  and  paid  for  through  taxes,  can  be  adapted  to 
this  country's  needs  with  a  few  changes. 

Under  the  British  National  Health  Service,  doctors  in  hospitals  receive  salaries, 
while  those  in  community  practice  are  paid  by  capitation — a  set  monthly  or  an- 
nual fee  for  every  person,  sick  or  well,  who  has  registered  as  a  patient  of  the 
doctor. 

Some  aspects  of  the  British  system  don't  satisfy  Dr.  Falk.  He  doesn't  like  the 
way  the  community  doctor  is  completely  separated  from  his  hospital,  unable  to 
keep  abreast  of  the  new  developments  being  introduced  there.  And  the  age  of 
English  hospitals — few  new  ones  have  been  built  since  World  War  II — also 
bothers  him.  * 

retjther's  view 

Yet  it  was  Dr.  Falk's  plan,  closely  patterned  after  the  British  system,  that  was 
endorsed,  in  part,  by  United  Auto  Workers  President  Walter  P.  Reuther  last 
month.  Reuther  stopped  short  of  describing  how  doctors'  incomes,  and  their 
freedom  to  do  as  they  please,  would  have  to  be  restricted. 

Like  many  other  public  figures,  Reuther  believes  this  nation  won't  accept 
socialized  medicine  in  one  gulp  but  will  get  used  to  the  idea  in  stages. 

Rashi  Fein,  professor  of  the  economics  of  medicine  at  Harvard  Medical  School, 
holds  a  similar  view.  Complete  control  by  government  is  necessary,  he  believes, 
but  he  would  like  to  see  the  government  take  responsibility  for  financing  first, 
''thus  minimizing  the  opposition,"  and  then  gradually  use  the  power  of  the  purse 
to  limit  costs. 

The  chief  objection  that  has  been  made  to  gradual  socialization  is  that  the 
nation  can't  afford  to  dawdle  while  costs  rise  to  the  $100  billion  level — assuming 
the  system  won't  collapse  first.  New  York  City's  deputy  health  administrator, 
Dr.  James  G.  Haughton,  says  :  "We  can't  clear  a  chasm  in  two  leaps." 

At  the  same  time,  it  has  been  pointed  out  that  haste  can  lead  to  chaos.  HEW's 
Dr.  Egeberg  has  observed  that  physicians  on  salaries  are  likely  to  work  shorter 
hours,  making  the  current  doctor  shortage  even  more  acute. 

It  is  also  likely  that  some  well-to-do  doctors  will  simply  stop  practicing  and 
invest  their  money  in  other  businesses,  even  if  the  government  offers  salaries 
to  match  their  current  $100,000  to  $200,000  annual  incomes. 

The  answer,  in  some  views,  to  that  anticipated  shortage  of  medical  manpower, 
as  well  as  the  existing  one,  is  the  utilization  of  health  care  skills  now  being 
wasted,  or  being  devoted  to  activities  other  than  patient  care.  Doctors  on  salary 
won't  work  as  hard,  but  they'll  also  be  willing  to  let  appropriate  services  be 
provided,  without  physician  supervision,  by : 
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— Nurses,  fully  capable  of  immunizing  children  against  infectious  diseases, 
dressing  minor  wounds,  and  providing  other  services. 

— Midwives,  who  deliver  most  of  the  babies  in  countries  where  maternal  and 
infant  mortality  rates  are  lower  than  in  the  United  States. 

— Former  military  medical  corpsmen  not  now  permitted  to  use  in  civilian  life 
the  skills  they  have  demonstrated  on  battlefields. 

— And  pharmacists,  who  already  have  the  training  to  prescribe  drugs  for 
minor  flls  and  provide  first  aid  services  within  their  drugstores,  as  they  did  a 
generation  ago. 

Still  more  health  care  manpower  could  be  marshalled  by  a  five-year  mora- 
torium on  all  but  high  priority  research,  freeing  physicians  from  laboratories 
so  they  can  treat  the  sick. 

MANY  ASPECTS 

Thus  Dr.  Falk's  plan,  to  the  extent  he  has  so  far  announced  it,  has  many  ram- 
ifications. It  would  lead,  inevitably,  to  such  things  as  a  wholesale  reorganization 
of  medical  education,  entirely  new  rules  for  licensing  health-care  practitioners, 
and  elimination  of  hundreds  of  thousands  of  jobs  from  the  health  "industry." 

An  indication  of  the  scope  of  the  Falk  plan,  if  carried  to  its  logical  conclusions, 
is  shown  in  the  outline  printed  below. 

It's  a  drastic  plan,  but  Walter  Reuther  said  in  endorsing  it  last  month  that 
the  prize  is  worth  the  chase. 

As  Reuther  sees  it,  all  the  health  services  that  are  costing  the  nation  $64  bil- 
lion this  year,  plus  many  more  delivered  to  those  who  now  do  without  them, 
can  be  purchased  for  about  $40  billion. 

PROGRAM  WOULD  ESTABLISH  NATIONAL  HEALTH  SERVICE 

The  following  is  a  plan,  to  which  medical  writer  David  M.  Cleary 
refers  in  his  story,  for  placing  health  care  services  under  the  direct 
control  of  the  Federal  Government.  It  is  basically  the  plan  of  Dr. 
Isadore  Falk,  professor  emeritus  of  public  health,  Yale  University, 
with  extensive  additions  and  modifications  by  Cleary. 

A  National  Health  Service  in  the  United  States 

Consumers 

Would  pay  nothing  for  health  care,  except  token  fees  for  eyeglasses,  prescrip- 
tion drugs  and  false  teeth  as  necessary  to  prevent  waste.  Attempts  to  pay  pro- 
viders would  be  considered  bribes,  punishable  by  fine  or  imprisonment  or  both. 
Solicitation  of  bribes  similarly  punishable. 
Would  never  see  hospital  or  doctor  bills.  ( See  Funding  below) 
Could  choose  a  family  doctor,  then  go  to  only  those  specialists  he  recommends. 
In  case  of  disagreement,  patient  could  change  doctors  or  seek  review  by  higher 
authority. 

Funding 

All  costs  to  be  paid  from  a  federal  trust  fund  or  funds,  similar  to  the  Medicare 
funds.  Contributions  to  the  funds  to  be  made  by  employers  and  employees  on  a 
matching  basis,  unless  employer  agreed  to  pay  a  larger  share.  Self-employed 
persons  to  pay  a  full  share,  and  contributions  for  the  unemployed  and  under- 
employed to  be  paid  by  the  Federal  Government. 

Insurance 

Blue  Cross,  Blue  Shield  and  all  other  health  insurance  plans  to  be  abolished, 
with  their  assets  transferred  to  the  federal  trust  funds. 

Malpractice  insurance  to  be  similarly  abolished.  To  be  replaced  by  (1) 
expanded  disability  payments  to  victims  under  Social  Security,  and  (2)  appro- 
priate punishment  of  perpetrators  under  criminal  law.  These  actions  to  be  sepa- 
rate, so  victims  will  not  have  to  await  the  fixing  of  blame  as  a  condition  to  disa- 
bility payments. 

State  and  local  governments 

To  be  relieved  of  all  responsibility  for  providing  care  to  the  sick  and  injured, 
but  to  retain  responsibility  for  controlling  environmental  causes  of  illness :  air 
and  water  pollution,  sanitation,  highway  design,  enforcement  of  narcotics  laws, 
etc. 
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Hospitals 

State,  county  and  municipal  hospitals,  including  mental  hospitals,  to  be  trans- 
ferred to  the  Federal  Government. 

Other  hospitals  to  remain  under  existing  ownership,  but  to  receive  payments 
only  from  the  federal  fund.  Each  hospital  to  offer  only  those  services  approved 
by  a  regional  planning  agency,  and  be  required  to  meet  federal  standards. 

Policy  control 

By  a  newly  created  National  Academy  of  Medicine,  similar  in  structure  and 
authority  to  the  National  Academy  of  Science,  responsible  for : 

1.  Establishing  curricula  for  all  schools  of  medicine,  dentistry,  pharmacy, 
nursing  and  allied  health  sciences,  to  produce  practitioners  oriented  toward 
preventive  medicine  and  community  practice. 

2.  Designation  of  certain  schools  for  training  medical  specialists,  their  num- 
bers limited  to  insure  that  the  majority  of  physicians  remain  in  community 
practice. 

3.  Establishing  national  licensure  of  all  health  practitioners  on  a  career  ladder 
basis,  so  orderlies  can  become  nurses,  pharmacists  can  advance  to  physician 
status,  etc.,  on  the  basis  of  demonstrated  knowledge  and  proficiency  without 
regard  to  method  of  attainment,  with  no  specific  diploma  or  formal  schooling 
requirements. 

4.  Requiring  relicensure  at  five-year  intervals,  on  the  basis  of  demonstrated 
knowledge  of  and  proficiency  in  techniques  then  currently  regarded  as  most 
beneficial  to  patients. 

5.  Reviewing  medical  procedures  to  eliminate  those  of  questionable  value, 
as  the  National  Academy  of  Science-National  Research  Council  is  currently 
reviewing  drugs.  Establishment  of  a  "procedure  of  choice"  in  each  medical 
situation,  and  requiring  emphasis  on  that  procedure  in  both  practice  and  teaching. 

6.  Effecting  a  separation  of  teaching  and  research,  to  insure  that  all  teaching 
is  aimed  at  beneficial  patient  care. 

7.  Allocating  the  nation's  available  health  care  manpower  by  geographical 
region,  without  regard  to  state  or  county  lines  of  division,  and  issuing  guide- 
lines for  planning  agencies  within  each  region. 

8.  Determining  the  degree  to  which  nurses,  midwives,  former  military  medical 
corpsmen  and  medical  technicians  may  become  primary  medical  care  providers, 
working  without  physician  supervision,  as  a  prerequisite  to  licensure  and  relicen- 
sure. 

9.  Promulgating  the  regulations  under  which  pharmacists  may  prescribe  drugs 
and  provide  first  aid  services,  to  include  both  licensure  requirements  and  a  basis 
for  remuneration. 

Physicians,  dentists,  podiatrists,  optometrists,  etc. 

Would  be  allowed  to  choose  reimbursement  by  salary  or  capitation  (monthly 
or  annual  fee  for  each  person  sick  or  well,  who  has  registered  as  patient  of  a 
specific  practitioner). 

Prescription .  drugs 

To  be  prescribed  by  generic  (chemical)  name  exclusively. 
Research 

All  federally  funded  medical  research,  other  than  that  conducted  within 
federal  institutions  by  federal  employes,  to  be  suspended  for  five  years,  except 
for  clinical  trials  specifically  authorized  by  the  National  Academy  of  Medicine. 
Private  fund  raising  agencies  named  for  specific  diseases  to  be  allowed  to  con- 
tinue operations  only  if  80  percent  or  more  of  funds  collected  are  devoted  to 
research  approved  by  the  NAM. 

[From  the  Sunday  Bulletin,  Philadelphia,  Pa.,  July  4,  1965] 
Penn  Professor  Predicts  Medicare  Will  Fill  Hospitals,  Doctors'  Pockets 

(By  David  M.  Cleary) 

Doctors,  who  now  voice  bitter  opposition  to  medicare,  will  embrace  it  eagerly 
when  they  find  themselves  its  chief  beneficiaries,  a  University  of  Pennsylvania 
economist  predicted  yesterday. 
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Herbert  R.  Northrup,  Ph.  D.,  chairman  of  the  department  of  industry  at  Penn's 
Wharton  School  of  Industry  and  Finance,  noted  during  an  interview  that  the 
medicare  bill,  as  passed  by  the  House  in  April,  gives  doctors  the  sole  authority 
to  decide  what  medical  services  are  necessary  for  elderly  people  covered  by 
medicare. 

Pointing  out  that  doctors'  incomes  are  dependent  upon  providing  medical 
services,  Professor  Northrup  predicted  they  will  act  in  their  own  financial 
interest.  The  result,  he  said,  will  be : 

— "A  flood  of  elderly  patients  into  hospitals  and  doctors'  offices  for  treatment 
of  ills  which,  in  the  absence  of  a  government  plan  for  partial  payment  of  the 
bills,  they  wouldn't  call  to  a  doctor's  attention  ;  and 

— "A  tremendous  upward  push  in  the  constantly  rising  spiral  of  medical  care 
costs." 

SUPPLY  AND  DEMAND 

Cost  increases  will  affect  everyone,  said  Professor  Northrup,  as  the  increasing 
demands  of  the  elderly  for  medical  service  reduce  availability  of  doctors  to 
other  segments  of  the  population. 

"It  is  a  basic  law  of  economics,"  he  said,  "that  prices  rise  as  a  commodity 
becomes  scarce." 

Northrup's  field  is  labor  relations;  he  is  co-author  (with  Gordon  F.  Bloom) 
of  a  textbook,  "The  Economics  of  Labor  Relations,"  now  in  its  fifth  edition,  and 
author  of  several  other  books. 

His  interest  in  and  study  of  medical  care  plans  arise  from  the  fact  that  such 
plans  have  become  increasingly  important  in  union-management  negotiations 
since  World  War  II.  He  was  in  charge  of  labor  relations  for  71  General  Electric 
Co.  Dlants  before  joining  the  Wharton  Schoool  faculty  in  1961. 

A  GOLD  MINE 

"Historically,"  he  said,  "doctors  have  opposed  every  proposal  which  required 
them  to  look  for  their  fees  to  anyone  beyond  the  patient  or  his  family. 

"They  opposed  Blue  Cross  when  it  was  first  proposed,  but  when  they  found 
what  a  gold  mine  it  could  be,  they  organized  their  own  Blue  Shield  plan." 

All  experience  with  prepaid  medical  insurance  plans,  said  Northrup,  shows 
that  "they  create  their  own  demand." 

He  foresees  a  particularly  large  demand  under  medicare  because  "many  old 
people  are  lonely  and  will  go  to  doctors  and  seek  hospitalization  just  for  com- 
panionship and  attention." 

DOCTORS  IN  CONTROL 

The  oldsters  may  not  recognize  their  own  motivation,  he  said,  "and  I'm  not 
saying  that  they  won't  be  benefited." 

"But  they  will  overcrowd  hospitals  and  doctors'  offices,"  he  added,  "resulting 
in  a  further  shortage  of  medical  services." 

The  same  chain  of  events  has  been  predicted  by  spokesmen  for  the  American 
Medical  Association,  but  Northrup  points  out  that  "the  doctors  neglect  to 
mention  that  it  can't  happen  without  their  playing  an  essential  role ;  that  they 
have  control  of  the  situation." 

Basic  flaw  in  the  medicare  plan,  as  Professor  Northrup  evaluates  it,  is  the 
same  as  in  Blue  Cross,  which  has  been  marked  by  rate  increases  of  more  than 
300  percent  since  1947 :  the  fact  that  none  of  the  parties  who  decide  on  a  medi- 
cal treatment  plan  and  its  cost  has  any  incentive  to  hold  costs  down. 

MOST  OF  THE  COST 

Both  the  hospital  and  the  various  doctors  involved  gain  when  costs  rise,  he 
pointed  out,  and  the  patient  is  seldom  in  a  position  to  do  any  comparative 
shopping. 

And  when  the  patient  has  a  form  of  insurance  to  pay  most  of  the  immediate 
cost,  he  tends  to  agree  to  whatever  the  doctor  advises,  he  added. 

"If  we  really  need  health  insurance,"  said  Northrup,  "a  sensible  plan  is  one 
that  restores  an  incentive  to  hold  costs  down." 

This  can  be  done,  he  said,  only  if  the  patient  has  a  direct  stake  in  the  cost. 
A  plan  which  requires  the  patient  to  pay  all  the  costs  up  to  $500  or  so  per  year, 
and  then  insures  against  "catastrophic  costs"  above  that,  would  be  a  step  in  the 
right  direction,  he  feels. 
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"The  thing  we  do  not  need,  and  which  medicare  offers,  is  a  plan  that  promises 
a  great  deal  and  then  really  covers  only  part  of  the  cost,"  he  said.  "Many  people 
have  been  deliberately  led  to  believe  that  medicare  will  provide  a  great  deal 
more  than  it  really  does." 

SAVINGS  ACCOUNT 

The  economist  practices  what  he  preaches.  He  does  not  hother  with  Blue 
Cross  or  Blue  Shield  for  his  family  of  seven ;  instead  carries  a  "major  medical" 
policy  that  begins  paying  after  the  first  $500,  and  goes  to  a  limit  of  $15,000. 

This  policy  costs  him  $3  per  month  on  a  group  basis  through  the  University, 
and  Northrup  says  he  has  saved  money  by  putting  sums  equal  to  the  "Blue" 
premiums  into  an  interest-bearing  savings  account. 

After  paying  medical  costs  out  of  pocket  for  the  past  four  years,  he  still  has 
a  balance  in  the  savings  account. 

"Nobody  should  go  in  and  out  of  a  hospital  without  paying  a  bill  unless  the 
objective  is  to  see  how  much  of  the  population  can  be  hospitalized,"  he  said. 
"Medicare  seems  to  be  adopting  the  worst  principles  of  the  'Blue'  plans,  and 
heading  in  the  same  inflationary  direction." 

$40  DEDUCTIBLE 

As  passed  by  the  House  in  April,  subject  to  change  during  the  Senate  debate 
expected  to  begin  within  the  next  few  days,  a  person  over  65  would  pay  the 
first  $40  of  his  hospital  bill  for  each  "spell  of  illness,"  then  be  entitled  to  up  to 
60  days  of  hospital  care,  followed  by  nursing  home  care  and  care  in  his  own 
home,  as  necessary. 

"The  $40  deductible  isn't  high  enough  to  discourage  people  from  seeking 
hospitalization,"  said  Northrup. 

Doctors'  services  would  be  covered  under  another  part  of  the  proposed  law, 
in  which  oldsters  who  wished  could  pay  $3  per  month — subject  to  increase  with 
experience — to  be  matched  by  a  like  sum  from  the  government  to  pay  premiums 
on  an  insurance  policy. 

This  would  provide  a  total  fund  of  $72  per  year  for  doctors'  bills,  minus  the 
costs  of  administering  the  policies,  for  each  beneficiary.  Whether  or  not  the 
government  will  draw  up  a  schedule  of  maximum  fees  payable  to  doctors  for 
specific  procedures  is  not  yet  clear.  Commercial  policies  contain  such  schedules. 

"usual"  fee 

"But  if  maximum  fees  are  established,  physicians  can  immediately  use  them 
as  their  minimums,  as  many  have  done  with  Blue  Shield,  and  look  to  the 
patient  for  additional  payments,"  said  Northrup. 

This  is  a  common  practice,  especially  among  surgeons.  Where  the  maximum 
payable  by  Blue  Shield  is  $125,  for  example,  the  doctor  may  explain  that  his 
"usual"  fee  for  the  operation  is  $2(K) — or  $2o0 — and  that  it  is  up  to  the  patient 
to  pay  the  remainder. 

"In  such  cases,"  said  Northrup,  "the  patient  is  getting  little  or  nothing  for  his 
Blue  Shield  premium.  Before  Blue  Shield  came  along,  surgeons  were  charging 
much  smaller  fees — often  no  more  than  the  portion  the  patient  is  now  asked  to 
pay." 

the  red  tape 

Asked  to  comment  on  how  much  of  the  medicare  payroll  tax  is  likely  to  be 
devoted  to  administration,  rather  than  medical  care,  Northrup  said : 

"That's  hard  to  say.  The  Social  Security  Administration  is  one  of  the  most 
efficient  agencies  in  the  Federal  Government.  It  gets  checks  out  to  beneficiaries 
with  a  minimum  of  delay  and  red  tape.  But  it  does  so  on  the  basis  of  age,  which 
is  predictable  and  easily  planned  for. 

"Illness  is  much  less  predictable,  and  occurs  more  than  once,  so  medicare  will 
certainly  operate  less  efficiently. 

"In  any  case,  it  means  more  people  on  the  federal  payroll,  more  computers,  more 
buildings  and  the  usual  number  of  political  jobs  at  the  top.  I'm  not  optimistic 
that  the  agency  can  do  much  better,  at  least  at  first,  than  the  commercial 
companies  that  p<ay  out  only  about  60  cents  of  each  health  insurance  premium 
dollar  they  take  in." 
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AS  COSTS  RISE 

But  the  economist  emphasized  that  overutilization  of  medical  services, 
demanded  by  oldsters  and  granted  by  doctors,  is  likely  to  be  the  major  inflationary 
factor. 

As  costs  rise,  people  will  demand  that  the  government  pay  them,  and  the  extra 
money  can  be  raised  in  only  three  ways,  he  said.  These  are  : 

— Increased  payroll  taxes,  which  will  be  resisted  by  the  people  ; 

— "Raids  on  the  treasury"  by  paying  costs  from  general  revenue,  which  will 
hide  the  true  costs  ;  and 

— Deficit  financing — passing  the  debt  and  the  interest  on  it  to  our  children  and 
grandchildren.  Each  child  born  this  year  is  inheriting  a  $1,600  share  of  the 
national  debt,  on  which  interest  of  more  than  $850  will  accrue  by  the  time  he 
reaches  his  16th  birthday. 

TRADE  UNION  TACTICS 

The  real  solution  can  be  reached  only  over  a  long  term,  Northrup  believes.  A 
prime  factor  in  attaining  it,  in  terms  of  pure  economics,  is  a  sharp  increase  in  the 
number  of  doctors,  thus  creating  price  competition  among  them. 

"Such  a  move  is  bitterly  resisted  by  the  American  Medical  Association,  which 
engages  in  trade  union  tactics  to  make  it  difficult  for  young  people  to  become 
doctors,"  he  said. 

Among  these  is  the  deliberate  lengthening  of  the  time  it  takes  to  train  for  a 
medical  career,  now  requiring  ten  years  or  more  after  high  school,  and  making 
other  professional  careers  more  attractive,  he  noted. 

"This  is  like  saying  I  must  be  an  apprentice  electrician  for  four  years  before 
I  can  engage  in  the  trade,"  he  said. 

"That's  nonsense.  Unless  I'm  stupid,  I  can  do  a  passable  job  at  installing  wiring 
within  a  month,  and  be  expert  at  it  within  a  year." 

NO  LICENSE 

Northrup  also  noted  that  foreign  doctors  are  invited  to  the  United  States  for 
training,  much  of  it  in  the  form  of  care  of  hospital  patients  at  nights  and  on 
weekends,  under  the  nominal  supervision  of  American  physicians. 

"These  foreign  physicians  do  work  formerly  done  by  American  doctors,  but 
they  are  paid  by  the  hospitals,  which  add  the  cost  to  the  bills  of  their  patients," 
he  said.  "And  no  matter  how  well  qualified  one  of  these  foreign  physicians 
becomes,  the  AMA  steadfastly  argues  that  he  cannot  be  licensed  to  practice  here 
and  relieve  the  doctor  shortage.  That  argument  has  been  successful  so  far." 

It  may  eventually  be  necessary,  suggests  Northrup,  to  abandon  the  "fee  for 
service"  basis  under  which  doctors  now  earn  their  livings. 

GOVERNMENT  INTERVENTION 

This  has  been  done  in  England,  under  its  National  Health  Service.  A  neighbor- 
hood doctor  there  receives  a  flat  fee  each  year  for  each  patient  registered  with 
him,  whether  sick  or  well.  And  specialists  in  the  hospitals  work  on  salary. 

American  doctors  point  to  the  British  system  as  an  example  of  how  government 
intervention  has  ruined  medical  care.  They  note  that  no  new  hospitals  have  been 
built  there  since  World  War  II,  that  a  patient  must  often  wait  two  years  or  more 
for  elective  surgery,  and  that  British  doctors  are  so  underpaid  that  they're  leaving 
the  country. 

The  English  people,  and  many  of  the  doctors  there,  take  a  different  view.  They 
point  to  the  great  similarity  between  medical  experiences  there  and  in  the 
United  States:  people  live  to  about  the  same  ages,  experience  about  the  same 
amount  of  illness  and  recover  from  those  ills  at  about  the  same  rate. 

DOCTORS  ON  SALARY 

The  big  difference  is  one  of  cost.  The  British  people  pay  a  much  smaller 
percentage  of  their  income  for  medical  care ;  some  estimates  put  the  figure  at 
one-fifth  the  U.S.  average. 
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The  idea  of  physicians  working  on  salary  is  not  unknown  in  this  country.  In 
addition  to  those  in  the  military  servces  and  the  U.S.  Public  Health  Service,  a 
significant  number  of  doctors  are  salaried.  Among  them  is  Dr.  Charles  L.  Hudson, 
new  president-elect  of  the  American  Medical  Association,  who  has  a  salary 
arrangement  with  the  Cleveland  Clinic. 

Dr.  Caldwell  B.  Essenstyn  of  Detroit,  executive  director  of  the  Community 
Health  Association  there,  is  an  outspoken  advocate  of  salaries  for  doctors. 

He  is  a  past  president  of  the  Group  Health  Association  of  America,  an 
amalgamation  of  organizations — chiefly  labor  unions — which  provide  medical 
service  to  members  through  salaried  doctors. 

Wrote  Dr.  Essenstyn  in  an  AFL-CIO  publication  in  April : 

"From  our  vantage  point  of  several  thousand  miles,  it  is  easy  to  see  that 
Western  European  countries,  in  attempting  to  improve  the  national  health,  have 
all  too  often  resorted  simply  to  devising  different  ways  of  financing  the  old 
patterns  of  medical  care. 

"Unfortunately,  this  may  be  what  we  are  doing.  .  .  .  The  only  mechanism  in  the 
medicare  bill  for  financing  is  the  conventional  fee-for-service  method  which,  as 
we  have  noted,  has  inherent  drawbacks." 

Doctors  who  accept  salaried  jobs  often  find  conditions  far  better  than  they 
expected. 

One  Philadelphia  physician,  who  says  he'd  be  expelled  from  the  County  Medi- 
cal Society  if  his  name  were  used,  left  private  practice  to  take  a  temporary  job 
in  a  union-operated  clinic  four  years  ago,  and  is  still  there. 

COST-CUTTING  INCENTIVE 

"This  is  an  ideal  way  to  practice,"  he  said.  "I  don't  have  to  worry  whether  my 
patient  can  pay  for  a  medicine  or  a  treatment;  I  just  order  what  I  know  he 
needs.  I'm  able  to  practice  much  better  and  more  satisfying  medicine  this  way." 

Northup  isn't  suggesting  salaries  for  doctors,  and  is  opposed  to  the  British 
"by  the  head"  method  of  compensating  doctors.  The  American  system  can  be 
preserved,  he  believes,  if  the  incentive  to  hold  costs  down  is  restored. 

But  he  is  not  alone  in  his  view  that  the  present  systme  must  undergo  change ; 
that  the  steady  rise  of  health  care  costs  must  be  stopped. 

J.  Douglas  Colman,  president  of  New  York  City's  Associated  Hospital  Service 
(the  Blue  Cross  there)  puts  it  this  way : 

"If  you  let  it  go  on  long  enough,  our  cost  for  health  care  will  be  running  to  50 
percent  of  our  gross  national  product.  Something's  got  to  happen  before  it  gets 
there." 

[From  the  Sunday  Bulletin,  Philadelphia,  Pa.,  Sept.  24,  1967] 
Medicare  Lets  Doctors  Equalize  Fees  at  U.S.  Expense 

(By  David  M.  Cleary) 
case  history  shows  it  operates 

Doctors,  who  traditionally  charge  according  to  ability  to  pay,  regard  govern- 
ment as  "the  ablest  payer  of  all  times,"  Jerome  B.  Pollock,  a  Harvard  economist, 
said,  during  the  National  Conference  on  Medical  Costs  in  Washington  last  June. 

The  degree  to  which  physicians  can  apply  a  "soak-the-rich"  policy  to  the  U.S. 
Treasury — and  do  it  within  the  law — is  now  clear  to  Mrs.  C,  a  Medicare  benefi- 
ciary who  lives  in  a  Philadelphia  suburb,  from  her  experience  with  Dr.  M.,  who 
practices  just  inside  the  city  limits. 

Since  1961,  Dr.  M.  has  been  charging  Mrs.  C.  $7  for  each  monthly  visit  to  his 
office,  during  which  he  took  samples  of  blood  and  urine  for  sugar  determinations 
he  deemed  necessary  in  the  management  of  her  mild  diabetes  and  cared  for  her 
other  needs.  And  once  each  year  he  gave  her  a  thorough  going-over,  with  several 
laboratory  tests,  at  a  charge  of  $25. 

Tho^e  were  the  prices  Mrs.  C.  continued  to  pay  when  Medicare  came  into 
effect.  Neither  the  doctor  nor  his  office  girl  ever  asked  for  more  money. 


2492 


This  Pent,  Including  Physician's  Signature, 
PART  II — REPORT  OF  SERVICES— TO  BE  COMPLETED  BY  PHYSICIAN—  Netd  Not  Be  Completed  If  Paid,  Itemized 
 Bills  Are  Submitted. 


7. 

BATE  OF 

EACH 
»ERVICC 

B. 

FLACK' 

or 

SERVICE1 

c. 

FULLY  DESCRIBE  SUROICAL  OR  MEDICAL 
PROCEDURES  AND  OTHER  SERVICES  OR 
SUPPLIES  FURNISHED  FOR  EACH  DATE  GIVEN 

D. 

NATURE  OF  ILLNESS  OR 
INJURY  REQUIRING  SERVICES 
OR  SUPPLIES  (Diatnoiis) 

E. 

CHARGES 

Uo»t 
•lank 

8/25/66 
loA/66 

Offiot 
Office 

Examination,  blood  sugar 
Examination,  blood  sugar,  u 

Diabetes 
■in©  Diabetes 

*  11.00 
13.00 

10/25/66 

Office 

Comp.  di&g,  phys.  exam,  CBC 
blood  sugar,  BUK,  EKG,  urini 

,  Diabetes,  hypertensioj 
ilysis 

61.00 

10/29/66 

Office 

Office  visit,  physiotherapy  I  Diabetes,  aeute  L-S  ai 
paravertebral  block  with  Procaine    .  „ 

#rain 
XlsOO 

12/22/66 
1/25/67,  I 

Office 

fit** 

--w*.  ,   -  - 

Four  exams,  blood  sugar, 
A/6/67  urinalysis 

■  t  —  — — j 
Dlabetes,  hypertension 

i  52.00 

12/22/66 

Office 

Physiotherapy,  paravertebral 
block  with  procaine  and 

'  Acute  L-S  strain 

28.00 

•                                                                                               ».  Total 

Charges 

5206.00 

r  This  Part,  Including  Physician's  Signature, 

PART  II— REPORT  OF  SERVICES— TO  BE  COMPLETED  BY  PHYSICIAN—   Need  Not  Be  Completed  If  Paid,  Itemized 

Bills  Are  Submitted. 
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FULLY  DESCRIBE  SURGICAL  OR  MEDICAL 
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5/18/67 


Office 


Examination  and  blood  sugar 
and  urinalysis 


Diabetes 


7A8/67 


Office 


Comprehensive  extended 
&  re-evaluation,  CBC,  urinalysis, 


Diabetes 


blood  sugar,  BUM,  ffiG,  cholesterol, 
uric  acid,  Pap 


9.  Total 
Charge* 


13.00 


76.00 


89.00 


FACSIMILES  EXCERPTED  from  Medicare  "Request  for  Payment"  forms  show  how  a  Philadelphia  doctor  put 
a/value  of  $295  on  services  he  rendered  during  ten  office  visits.  Before  Medicare,  he  charged  the  same  patient 
$106  for  similar  services. 


"reasonable"  charges 


So  she  was  surprised  to  receive  notice  from  Blue  Shield  in  May  that  the  doctor 
had  been  allowed  "reasonable"  Medicare  charges  of  $56  for  his  services  on  one 
date,  $61  on  another,  $39  on  each  of  two  other  days,  and  $11  on  a  fifth — total 
$206. 

After  deducting  the  "first  $50"  for  both  1966  and  1967  (which  Mrs.  C.  had 
satisfied  through  her  payments  to  Dr.  M.  and  another  physician)  and  the  20 
percent  of  the  remainder  payable  by  the  patient  under  Medicare,  Blue  Shield  sent 
Dr.  M.  a  check  for  $116,  acting  in  its  capacity  as  paying  agent  for  the  Social 
Security  Administration. 

The  $116  was  in  addition  to  $65  Mrs.  C.  had  paid  the  doctor. 

Then,  late  last  month,  Mrs,  C.  got  another  notice  from  Blue  Shield. 

For  services  Dr.  M.  had  provided  in  his  office  on  May  18,  said  the  IBM-prepared 
form,  Blue  Shield  had  allowed  a  charge  of  $89  against  Medicare,  and  had  sent  the 
doctor  his  80  percent :  $71.20. 

Mrs.  C.  exploded  to  her  son,  her  druggist,  and  to  friends. 

"cheating"  the  U.S.? 

"What's  going  on  here?"  she  asked.  "Is  the  doctor  charging  the  government  for 
things  he  never  did?  Is  he  using  my  name  to  cheat  the  government?" 

Mrs.  C.  is  a  regular  reader  of  my  Tuesday  column  of  questions  and  answers 
on  the  complexities  of  Medicare.  Through  relatives,  she  asked  me  to  investigate 
the  matter. 
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Later  she  executed  documents  and  had  them  witnessed,  authorizing  me  to 
obtain  information  in  her  behalf. 

Answers  to  her  questions  were  to  be  found  on  the  "Request  for  Payment" 
forms  Blue  Shield  had  honored,  Mrs.  C.  had  signed  only  the  top  (Part  I)  sections 
of  those  forms,  assigning  to  the  doctor  the  right  to  collect  payment,  and  leaving 
it  up  to  him  to  describe  the  services  rendered. 

But  the  "1490"  forms  could  not  be  shown  to  anyone,  explained  Lee  Young, 
Medicare  administrator  in  the  Blue  Shield  headquarters  near  Harrisburg,  with- 
out specific  permission  from  the  Social  Security  Administration. 

It  took  several  days  to  get  that  permission.  The  Social  Security  Administra- 
tion carefully  guards  its  records  from  prying  eyes  (one  woman  was  afraid  to  en- 
roll in  Medicare  until  she  was  assured  her  employer  wouldn't  know  it ;  she  felt 
she'd  lose  her  job  if  he  knew  she  was  over  65)  and  authorized  Pennsylvania  Blue 
Shield  to  show  me  the  1490  forms  only  after  officials  were  satisfied  that  I  was 
acting  for  Mrs.  C.  in  her  best  interests.  . 

It  would  not  be  in  her  interest,  they  pointed  out,  if  the  records  showed  she 
had  a  disease  such  as  cancer,  which  the  doctor  felt  she  shouldn't  know  about. 
And  if  I  published  her  name,  identifying  her  as  the  complainant  against  one 
doctor,  she  might  have  trouble  finding  another  physician. 

ON  A  SINGLE  "LINE" 

But  the  authority  was  granted,  and  Lee  Young  pulled  the  forms  out  of  micro- 
film files  within  a  few  minutes  after  I  named  the  patient. 

One  of  the  reasons  for  high  charges  attributed  to  given  dates,  he  explained, 
was  that  Blue  Shield  had  combined  certain  items  of  similar  nature  to  show  them 
on  a  single  computer  "line,"  and  had  dropped  all  but  one  date  in  each  such  in- 
stance. 

Thus  two  payments  of  $39  turned  out  to  represent  six  office  visits,  at  $13  per 
visit. 

In  evaluating  the  annual  detailed  examinations,  for  which  the  doctor  had  been 
charging  $25,  Blue  Shield  allowed  his  claim  that  one  had  been  worth  $61,  the 
other  $76. 

The  payment  of  $56  was  allowed  for  two  different  dates  on  which  Dr.  M.  gave 
Mrs.  C.  injections  for  what  she  called  her  bursitis. 

Although  Mrs.  C.  had  asked  whether  there  was  any  extra  charge  for  those  in- 
jections, and  was  told  there  was  not,  Dr.  M.  described  her  ailment  on  the  Medi- 
care claim  as  an  "L-S"  (lumbo-sacral)  strain,  which  required  him  to  place  the  in- 
jections just  adjacent  to  her  spinal  column  (the  paravertebral  area)  at  a  charge 
of  $28  each  time. 

In  all,  the  records  showed  that  Dr.  M's  fees  embraced  ten  visits  rather  than 
the  six  shown  on  the.  "Explanation  of  Benefits"  report  sent  to  Mrs.  C.  by  Blue 
Shield.  But  the  money  total  was  correct :  $295  compared  to  the  $106  Mrs.  G. 
would  expect  to  pay  herself  for  the  two  thorough  examinations  (at  $25  each) 
and  eight  additional  visits  at  $7  each. 

no  "glaring  charge" 

"I  don't  see  anything  out  of  line  here,"  said  Lee  Young  as  we  looked  over  the 
1490  forms  together.  "In  fact,  had  the  doctor  chosen  to  itemize  the  various  things 
he  did  in  more  detail,  his  charges  could  have  been  much  higher." 

Officials  of  the  Social  Security  Administration  in  Baltimore  reached  the  same 
conclusion  when  they  examined  facsimile  copies  of  the  1490  forms  which  I  pre- 
pared. 

"There  is  no  glaring  overcharge  here,"  said  Henry  Hehir,  a  section  chief  in  the 
Division  of  Intermediary  Operations  of  the  Social  Security  Administration's 
Bureau  of  Health  Insurance. 

Leonard  Xicoski,  in  charge  of  supervising  the  performance  of  Pennsylvania 
Blue  Shield  in  its  contractual  obligations  to  the  government  as  a  Medicare  "car- 
rier," questioned  whether  the  two  extensive  physical  examinations  had  been  pay- 
able, since  "routine"  physical  examinations  are  not  authorized  under  Medicare. 

But  the  doctor  had  described  one  as  'a  "diagnostic"  examination  and  the  other 
as  part  of  a  "ree valuation."  This  removed  them  from  the  routine  category. 

didn't  expect  fraud 

"We  want  to  examine  this  and  similar  cases,"  said  Thomas  Bell,  assistant 
director  of  the  Bureau  of  Health  Insurance  Operations,  "to  determine  whether 
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the  carrier  is  fulfilling  its  contractual  responsibilties  to  the  Social  Security  Ad- 
ministration. 

But  Dr.  Bell  (he  earned  a  doctorate  in  public  administration,  in  preparation 
for  his  career  in  government  service)  indicated  he  didn't  expect  to  find  any 
evidence  of  fraud  ;  that  the  doctor  could  no  doubt  explain  his  fees  and  show  them 
to  be  properly  within  the  Medicare  law. 

Many  elderly  pensioners  are  surprised,  Social  Security  officials  said,  when  they 
find  doctors  have  been  caring  for  them  at  lower  fees  than  they  charge  their  more 
affluent  patients.  And  as  in  Mrs.  C.'s  experience,  those  whose  doctors  accept  as- 
signments don't  learn  what  the  doctor  has  been  charging  the  government  until 
they  get  the  reports  back  from  Medicare  carriers. 

"We're  admittedly  blazing  a  new  trail  with  this  'usual  and  customary  fee' 
concept,"  said  Medicare  boss  Thomas  M.  Tierney,  director  of  the  Bureau  of  Health 
Insurance.  "In  the  past,  insurance  companies  all  had  maximum  fee  schedules 
and  simply  wouldn't  pay  any  more." 

But  when  Congress  enacted  Medicare,  Tierney  said  "it  directed  us  to  pay  each 
doctor's  usual  and  customary  fee,  so  long  at  it  did  not  exceed  fees  for  similar 
services  charged  by  doctors  of  similar  training  and  experience  in  the  same  lo- 
cality." 

ROLE    OF    THE  CARRIER 

Congress  also  provided  for  "carriers"  to  act  for  the  government. 

"The  carrier  is  responsible  for  determining  what  is  reasonable  and  customary 
for  each  doctor  in  each  locality,"  said  Tierney,  "but  it  is  really  up  to  the  doctors 
themselves  to  make  the  concept  work.  We  hope  they  will,  but  we  can't  guaran- 
tee perfect  performance  overnight." 

As  Dr.  Bell  had  predicted  Dr.  M.  was  quite  willing  to  explain  the  fees  he 
charges,  and  how  they  may  be  higher  when  the  government  pays  the  bill. 

Receiving  me  cordially,  he  first  explained  that  his  office  girl  was  the  expert 
on  billings,  including  those  for  Medicare  beneficiaries,  then  "shushed"  her  as  she 
began  to  explain  the  differences  in  billing  practices. 

"My  regular  and  prevailing  fee  for  an  office  visit  is  $7,"  he  began  anew,  "and 
I  charge  $4  for  a  blood  sugar  determination  and  $2  for  a  urinalysis.  That  comes 
to  $13  for  the  usual  visit  of  Mrs.  C." 

He  had  been  charging  Mrs.  C.  only  $7,  he  explained,  because  she  was  one  of  the 
patients  who  began  coming  to  him  in  1961,  when  he  bought  the  practice  and 
patient  records  of  a  doctor  who  had  died  after  practicing  for  many  years  in  an 
older,  less  affluent  neighborhood  two  and  a  half  miles  away. 

SOME  PAY  LESS 

"I  last  raised  my  fees  in  1965,"  he  said,  "but  continued  to  carry  a  lot  of  older 
people  having  limited  incomes  at  the  same  rates  as  before." 

In  April,  1966,  he  said,  he  had  forwarded  to  Blue  Shield  a  list  of  his  prevailing 
fees,  which  were  not  changed  from  those  he  established  in  1965.  And  since  then, 
he  added,  he  has  reduced  the  fees  for  some  of  the  procedures. 

"Until  Medicare  came  into  effect,"  he  said,  "I  was  subsidizing  some  of  my 
patients,  in  effect,  by  charging  them  less  than  my  regular  fees.  But  the  Medicare 
law  directs  that  I  charge  people  over  65  at  my  usual  and  customary  rates,  and 
I'm  doing  just  that. 

"I'm  happy  to  subsidize  old  people,"  he  said,  "but  needless  to  say,  I  refuse  to 
subsidize  the  government." 

Dr.  M.  then  explained  how  he  had  instructed  his  office  girls  to  do  everything 
possible  to  hold  costs  down  for  elderly  people. 

"I've  instructed  the  girls  to  collect  from  Medicare  patients  whatever  they've 
been  paying  in  the  past  until  they've  paid  $50  in  a  year,  then  to  charge  them 
nothing  for  the  remainder  of  the  year.  I  then  accept  the  80  percent  I  get  from 
Medicare  as  my  full  payment.  Sometimes  I  don't  even  ask  for  the  first  $50." 

AN  ADDED  SERVICE 

As  an  added  service  to  Medicare  beneficiaries,  the  doctor  accepts  assignments 
from  all  of  them,  and  instructs  his  girls  to  prepare  the  claims. 

"I  tell  Medicare  patients,"  he  said,  "to  make  sure  to  bring  us  any  receipts  they 
get  from  other  doctors.  Then  we  send  them  to  Blue  Shield  along  with  the  1490 
forms,  to  make  sure  all  possible  credits  against  the  first  $50  are  obtained." 

Referring  to  the  fact  that  he  had  received  income  of  $242.20  for  his  treatment 
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of  Mrs.  C.  in  the  first  year  of  Medicare,  compared  to  the  $106  she  would  have 
paid  him  for  similar  service  had  she  paid  all  his  bills  herself,  Dr.  M.  said : 

"Yes,  I  get  more  money  under  Medicare,  but  not  that  much  more,  when  you 
consider  that  I  have  to  pay  the  girl  who  does  all  the  paperwork,  and  devote  part 
of  my  time  to  it.  I'd  be  happier  to  go  back  to  the  old  system,  where  I  took  care 
of  people  according  to  my  own  knowledge  of  their  means." 

Dr.  M.  is  a  member  of  the  American  Academy  of  General  Practice.  He  said  his 
major  interest  is  family  practice,  "in  which  I  like  to  feel  that  I'm  part  of  each 
of  the  families  I  serve." 

LOOK  "REASONABLE" 

Dr.  M.'s  philosophy  toward  Medicare  billing  echoed  that  of  Dr.  Edmund  L. 
Housel  president  of  the  Philadelphia  County  Medical  Society  last  year.  In  August 
1966,  Dr.  Housel  denied  reports  that  doctors  were  raising  their  fees  when  billing 
the  government  under  Medicare. 

I  visited  Dr.  Housel  in  his  office,  taking  with  me  facsimile  copies  of  the  1490 
forms  under  discussion,  photostated  so  as  to  remove  all  identifications  of  both 
doctor  and  patient. 

"These  charges  look  perfectly  reasonable  to  me,"  said  Dr.  Housel.  "The  doctor 
is  ordering  more  laboratory  work  than  I  usually  do  for  patients  in  similar  condi- 
tions, but  I  can't  fault  him  on  that.  He  knows  the  patient  and  I  don't." 

Dr.  Housel  reiterated  his  views  of  more  than  a  year  ago. 

"The  philosophy  behind  Medicare,"  he  said,  "is  that  Congress  wanted  the 
government  to  pay  usual  and  customary  fees,  so  that  senior  citizens  would  not 
be  second-class  citizens." 

He  also  conceded  that  doctors  have  significantly  larger  incomes  now,  "because 
we're  now  being  paid  for  treatment  of  patients  who  formerly  paid  nothing,  and 
those  who  normally  paid  less  than  our  usual  fees  because  they  couldn't  afford  it." 

"very  generous" 

"It's  not  uncommon,  he  added,  for  a  doctor's  "usual"  fee  to  be  considerably 
higher  than  the  maximum  that  would  be  paid  by  Blue  Shield  or  an  insurance 
company. 

He  called  it  "very  generous"  of  Dr.  M.  to  do  all  the  Medicare  paper  work  for 
his  patients  and  to  accept  the  government's  80  percent  portion  as  his  full 
compensation. 

"That's  more  than  I'd  do,"  said  Dr.  Housel. 

Dr.  Joseph  R.  DiPalma.  acting  dean  of  Hahnemann  Medical  College  has  a 
different  reaction  to  the  facsimiles  showing  Dr.  M.'s  charges,  without  identifying 
either  doctor  or  patient. 

"They're  generally  at  the  high  edge  of  what  would  be  reasonable  for  a  doctor 
who  is  competent  to  perform  all  the  procedures"  he  said.  "As  you  know,  a  para- 
vertebral block  is  not  an  easy  thing  to  accomplish.  It  requires  that  a  very  long 
needle  be  placed  in  just  the  right  spot." 

The  real  question,  Dr.  DiPalma  said,  was  "whether  the  doctor  did  the  things 
he  said  he  did,  did  them  competently,  and  whether  they  were  necessary." 

MARKUP  ON  FEES 

He  echoed  Dr.  Housel's  suggestion  that  not  all  the  laboratory  tests  seemed  to 
be  necessary,  noting  that  doctors  enjoy  a  large  markup  on  the  fees  charged  by 
independent  laboratories. 

"This  doctor  was  probably  charging  what  he  thought  the  traffic  would  bear 
until  Medicare  came  along,"  said  Dr.  DiPalma.  "Now  he  apparently  feels  the 
government  can  afford  to  pay  more." 

Hahnemann  and  other  hospitals  operate  on  the  same  principle,  he  said.  They 
can  charge  individuals  only  what  they  can  afford  to  pay,  but  are  charging  the 
government  the  full  cost. 

The  anonymous  facsimiles  also  were  shown  to  an  executive  of  a  major  Phila- 
delphia insurance  company  which  offers  health  and  accident  policies  as  part  of 
its  line. 

"This  is  an  old  story  to  us,"  he  said.  "We're  regularly  seeing  claims  that  indi- 
cate the  doctor  has  first  found  out  how  much  we'll  pay  for  various  procedures, 
then  tailors  his  charges  to  collect  the  maximum.  More  recently,  we've  been  getting 
claims  for  amounts  far  above  what  we'll  pay,  apparently  an  effort  on  the  part 
of  the  medical  profession  to  needle  us  into  raising  our  maximum  benefits." 
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WITHIN  THE  RULES 

To  the  insurance  executive,  it  was  "pretty  obvious  that  this  doctor  knows  the 
rules,  and  knows  how  to  stay  just  within  them." 

It  probably  would  be  helpful,  he  said,  if  Medicare  carriers  were  required  to 
give  more  information  to  patients  on  just  what  services  had  been  described  in 
bills  submitted  by  doctors. 

"I  can  see  where  Blue  Shield  has  a  particularly  hard  time  in  its  dealings  with 
doctors,"  he  said.  "Blue  Shield  was  organized  by  doctors,  its  board  of  directors 
has  enough  doctors  on  it  to  vote  down  the  views  of  laymen,  and  its  fee  Schedule 
Committee  is  composed  entirely  of  seven  doctors  of  medicine ;  there  aren't  even 
any  osteopaths  or  dentists  on  it." 

Physicians  frequently  point  to  policies  of  the  doctor-dominated  Blue  Shield 
in  their  arguments  that  private  insurance  companies  should  pay  higher  fees,  he 
noted. 

she's  not  satisfied 

"It's  a  pretty  ticklish  thing  for  us  to  question  a  doctor  about  his  fees,"  said  the 
insurance  man.  "Whenever  we  do,  the  word  gets  around  among  other  doctors  in 
the  same  locality,  and  we  find  it  hard  to  get  their  cooperation  in  such  things  as 
testimony  in  a  disability  claim  we  find  dubious  enough  to  take  to  court.  And  lack- 
ing a  doctor's  testimony  supporting  our  view,  we  have  no  choice  but  to  pay  such 
claims,  which  in  turn  forces  up  premiums. 

In  the  circumstances,  he  asked  that  I  not  identify  him  and  his  company. 

Af  ter  more  than  two  weeks,  I  had  to  report  back  to  Mrs.  C.  that  Dr.  M.  had 
not  cheated  the  government,  as  she  had  suspected. 

In  the  eyes  of  the  Blue  Shield,  other  doctors,  a  commercial  insurance  company 
executive  and  officials  of  the  Social  Security  Administration,  his  bills  had  been 
considered  reasonable,  when  compared  to  those  of  other  doctors  for  similar 
services. 

That  didn't  satisfy  her. 

"I  never  asked  that  man  for  any  charity,"  she  asserted.  "I  always  paid  him 
everything  he  asked  for,  and  I  know  some  other  people  who  were  paying  him 
no  more  than  I  did.  Where  does  he  get  this  business  about  'subsidizing'  me?" 

An  immigrant  from  Europe,  Mrs.  C.  is  justifiably  proud  that  she  raised  a  family 
here  without  seeking  financial  help  from  any  source. 

Because  Dr.  M.  is  claiming  her  as  the  object  of  his  charity,  she  has  decided 
to  have  nothing  more  to  do  with  him ;  does  not  intend  to  keep  her  appointment 
with  him  later  this  month. 

A  SIMILAR  PATTERN? 

"That's  a  shame,"  she  said,  "because  I  have  no  complaint  about  his  medical 
service.  It's  just  that  I  don't  need  a  doctor  that  expensive." 

If  she  went  to  another  doctor,  she  wondered,  would  she  be  likely  to  run  into  a 
similar  pattern  of  high  charges  to  the  government? 

I  couldn't  answer  that  with  any  authority.  My  inquiry  had  been  limited  to  the 
billing  practices  of  a  single  doctor  with  respect  to  a  single  patient.  And  although 
charges  had  been  "in  line"  with  at  least  the  maximum  charges  of  other  doctors, 
there  was  no  way  to  judge  just  how  many  physicians  are  following  the  American 
Medical  Associations  policy  of  billing  government  agencies  at  maximum  per- 
missible rates. 

But  we'll  soon  have  a  fairly  good  indicator  on  that  score,  I  told  her.  By  law, 
the  Secretary  of  Health,  Education  and  Welfare  must  study  the  cost  experience 
of  Medicare  Part  B  between  July  and  October  of  each  odd-numbered  year,  and 
set  the  Part  B  monthly  premium  costs  by  Oct.  1  for  the  following  two  years. 

WILL  PREMIUM  RISE? 

Before  Medicare  went  into  effect,  Undersecretary  Wilbur  Cohen  said  the  $3- 
per-month  premium  set  for  the  first  18  months  seemed  "just  about  right"  in  view 
of  fee  patterns  the  government  had  studied. 

If  Secretary  John  W.  Gardner  is  forced  to  announce  in  the  next  few  days  that 
the  Part  B  premium  for  1968  and  1969  must  be  raised  to  $4,  or  $5,  because  of 
unexpectedly  high  costs  it  will  appear  that  the  majority  of  American  doctors  are 
following  the  practices  of  Dr.  M. 

It  may  take  longer.  Last  Wednesday,  U.S.  Rep.  Wilbur  D.  Mills  (D-Ark), 
chairman  of  the  House  Ways  and  Means  Committee,  introduced  a  bill  that  would 
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give  the  Secretary  until  Jan.  1  to  announce  the  new  rate,  which  would  not  be 
effective  until  March  31. 

The  bill  was  requested  by  the  executive  branch.  Officials  said  Medicare  sub- 
scribers may  be  more  willing  to  pay  a  higher  monthly  premium  if  it  comes  after 
the  Senate  acts  on  general  Social  Security  amendments,  expected  to  raise  Social 
Security  pension  checks  by  $8  to  $10  per  month. 

Mr.  Gorman.  Mr.  Burke? 

Mr.  Burke.  Mr.  Cleary,  I  believe  you  said  in  your  statement  here 
that  you  have  been  writing  a  column  on  medicine  for  a  Philadelphia 
paper. 

Mr.  Cleary.  Yes,  sir. 

Mr.  Burke.  How  many  years  have  you  been  writing  that  column ; 
16  years,  is  it  ? 

Mr.  Cleary.  No,  sir.  The  medicare  column,  as  I  indicated,  since 
1965.  For  the  Bulletin,  I  was  employed  there  in  May  of  1964.  Prior  to 
that,  I  was  engaged  in  many  other  different  activities  which,  as  a  mat- 
ter of  fact,  gave  me  the  viewpoint  which  I  expressed  here. 

I  have  been,  among  other  things,  a  public  relations  counsel  to  phar- 
maceutical companies.  I  have  been  the  public  relations  director  of 
pharmaceutical  companies.  I  have  been  a  public  relations  counsel  to 
many  medical  societies.  I  have  been  public  relations  counsel  to  other 
scientific  organizations.  I  have  been  an  executive  director  of  a  medi- 
cal society  for  a  15-month  period  as  a  part-time  job. 

Before  1953,  I  spent  11  years,  3  months,  9  days  in  the  U.S.  Army 
and  I  was  not  engaged  in  anything  medical  there  except  in  a  very 
minor  way. 

Is  that  the  sort  of  background  you  sought  ? 

Mr.  Burke.  I  am  just  trying  to  get  an  idea  of  your  qualifications 
and  background  because  this  is  quite  a  wide  and  extreme  change  that 
you  have  recommended  here. 

Mr.  Cleary.  It  is  a  very  radical  proposal,  but  my  purpose,  believe  it 
or  not,  is  conservation  of  funds. 

Mr.  Burke.  Since  you  were  in  the  service,  are  you  aware  that  one 
of  the  problems  with  finding  jobs  for  the  medical  corpsmen  returning 
from  Vietnam  is  that  they  are  now  facing  the  problems  that  you  refer 
to,  under  the  various  State  licensing  laws  ? 

Mr.  Cleary.  Yes,  sir.  I  certainly  am ;  and  this,  I  would  seek  to  be 
solved  on  a  national  basis  because  there,  again,  it  is  the  fraternity.  The 
medical  licensing  laws  are  set  by  the  medical  societies.  The  men  that 
sit  on  the  boards  are  members,  generally,  of  the  medical  societies  and 
this  is  true  in  the  pharmacy  groups  and  we  have  here  an  exclusivism 
which  I  would  like  the  Xational  Government  to  break  down  and  I 
would  like  all  examinations  to  be  on  the  basis  of  demonstrated  knowl- 
edge and  proficiency,  regardless  of  how  attained. 

Mr.  Coxable.  Will  the  gentleman  yield  on  that  point  ? 

Wouldn't  it  be  the  same  people,  though,  that  would  be  determining 
the  merit  in  advancement  that  you  propose? 

Let  me  say  that  I  am  quite  interested  in  what  can  be  done  for  medi- 
cine on  the  subprofessional  level  because  I  think  that  we  have  had 
altogether  too  much  upgrading  of  standards  to  the  point  where  the 
doctors  are  so  terribly  busy  they  don't  have  time  to  treat  the  sick  a 
great  deal  any  more,  I  don't  mean  that  critically.  I  mean,  quite 
frankly,  we  have  a  big  medical  delivery  problem  and  one  of  the  ways 
to  improve  it  is  through  the  subprofessional  types.  Yet  it  seems  to  me 
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that  in  order  to,  under  any  scheme  like  yours,  decide  how  you  were 
going  to  promote  on  merit,  you  would  have  to  rely  rather  heavily  on 
scientific  knowledge  of  people  already  preeminent  in  the  field. 

Mr.  Cleary.  Exactly,  sir,  and  I  have  no  doubt  that  the  same  s^oup 
of  professionals  will  control  things  again  because  they  have  the  knowl- 
edge to  do  it,  but  there  will  be  one  difference.  There  will  no  longer 
be  a  momentary  incentive  to  keep  the  profession  small.  Instead,  with 
the  salaried  physicians  there  will  be  the  incentive  to  bring  in  as  many 
helpers  and  do  as  little  work  as  they  have  to  do.  This  is  somewhat 
crude,  but  that  is  essentially  it. 

Mr.  Con  able.  Thank  you. 

Mr.  Burke.  There  were  some  allegations  from  the  Senate  Finance 
Committee  investigation  that  other  people,  in  addition  to  medical 
doctors,  dentists,  and  optometrists  

Mr.  Cleary.  Excuse  me,  sir.  I  can't  hear  you  properly. 

Mr.  Burke.  There  were  some  allegations  made  and  indications  from 
the  Senate  Finance  Committee  investigation  that  some  people,  den- 
tists, optometrists,  and  other  health  practitioners  also  engaged  in 
questionable  practices  in  the  medical  program.  Do  you  agree  with  that  ? 

Mr.  Cleary.  Yes,  sir.  They  are  very  thoroughly  documented.  There 
are,  I  think,  11  indictments  in  Baltimore  alone  under  medicaid  cur- 
rently. There  was  something  in  the  New  York  Times  yesterday  about 
some  in  New  York. 

I  don't  think  they  have  reached  the  indictment  stage.  I  don't  know 
what  the  indictments  in  Baltimore  are  going  to  be  because  both  the 
State  health  commissioner  and  the  chief  administrative  officer  have  left 
the  State,  so  that  these  may  die.  I  don't  know  why  they  have  left,  but  I 
know  they  have  left. 

Mr.  Burke.  Do  you  agree  with  the  proposal  to  require  all  health 
insurance  companies  in  the  medicare  and  medicaid  programs  to  report 
physicians'  payments  to  the  Internal  Revenue  Service  ? 

Mr.  Cleary.  No,  sir,  I  do  not:  because  under  my  proposal  there 
would  be  no  insurance  companies  in  this  field  at  all. 

Mr.  Burke.  Suppose  your  proposal  is  not  accepted. 

Mr.  Cleary.  Well,  should  they  report,  should  the  insurance  com- 
pany report  the  payments  to  the  Internal  Revenue  ? 

Mr.  Burke.  Report  the  physicians'  payments  to  the  Internal  Rev- 
enue Service. 

Mr.  Cleary.  Yes.  sir.  If  we  are  going  to  have  a  system  where  it  is 
fee  for  service,  which  I  do  not  approve,  certainly  I  think  the  man  has 
the  responsibility  to  account  for  every  bit  of  Government  money  he 
gets  and  this  shouM  be  indeed  brought  out  into  the  open.  I  don't 
believe  there  should  be  any  secrecy  about  it. 

Mr.  Burke.  Now,  this  column  that  you  write  in  the  newspaper;  is 
that  a  type  of  letter  column  where  the  people  write  in  ? 

Mr.  Cleary.  The  social  security  medicare  column  is. 

Mr.  Burke.  They  write  in  and  propound  their  problems  to  you  and 
your  testimony  today  is  based  largely  upon  these  problems  that  these 
people  are  facinsr? 

Mr.  Cleary.  Yes,  sir.  Well,  in  part,  and  then  it  goes  back  to  my 
earlier  knowledge  befo^p  medicare  came  into  existence  of  some  of  the 
abuses  in  the  medial  field  which  are  at  the  root  of  some  of  the  prob- 
lems that  the  old  folks  are  facing ;  yes,  sir. 
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Mr.  Burke.  I  notice  it  is  getting  close  to  7  p.m.,  and  the  House  has 
just  adjourned. 

You  have  been  very  patient  in  staying  here  to  this  late  hour.  I  wish 
to  thank  you  for  your  testimony. 
That  is  all,  Mr.  Chairman. 

Mr.  Cleary.  I  am  happy  that  I  was  able  to  spark  some  questions. 
I  know  that  my  statement  and  my  comment  included  a  radical  pro- 
posal, but  if  we  intend  to  beat  inflation,  gentlemen,  this  is  one  way 
to  do  it. 

Thank  you. 

Mr.  Gorman.  Mr.  Cleary,  I  just  want  to  say  that  it  is  certainly  a 
far-reaching  proposal.  The  thing  that  impresses  me  about  it  is  that  it 
comes  from  a  man  who  has  apparently  had  a  unique  opportunity  to 
have  looked  rather  closely  at  the  delivery  of  the  medical  services  in 
this  country  for  the  last  15  years.  That  gives  it  certainly  more  credi- 
bility than  it  might  otherwise  have. 

I  suspect  that  we  will  not  soon  make  changes  as  sweeping  as  this. 
It  certainly  is  important  for  the  committee  to  consider  your  testimony 
and  the  background  that  produced  it.  Thank  you. 

Mr.  Cleary.  I  would  like  to  make  the  remark,  if  I  may,  that  I 
think  it  is  heading  in  this  direction  and  the  sooner  we  do  it  the  cheaper 
it  will  be. 

Mr.  Corman.  This  completes  the  schedule  for  the  public  hearings 
on  the  social  security  and  welfare  proposals.  The  record  of  this  hear- 
ing will  remain  open  until  the  close  of  business  Monday,  December  1, 
for  the  receipt  of  additional  statements  for  the  record,  for  data  and 
statistics  and  other  materials  which  various  members  have  requested 
of  the  witnesses  to  be  supplied  for  the  record. 

The  committee  will  now  stand  adjourned  until  Monday,  November 
IT,  1969,  at  10  am.,  when  we  will  meet  in  executive  session. 

(The  following  material  referred  to  was  received  by  the  commit- 
tee :) 

Statement  of  Hon.  Henry  S.  Retjss,  a  Representative  in  Congress  From  the 

State  of  Wisconsin 

summary 

The  statement  urges  adoption  of  five  bills  introduced  by  Rep.  Reuss  in  the 
1st  Session  of  the  90th  Congress.  The  bills  are  : 

A.  SOCIAL  SECURITY 

1.  H.R.  9375,  to  provide  a  20  percent  across-the-board  increase  in  benefits  and 
subsequent  automatic  cost-of-living  increases 

2.  H.R  11951,  to  raise  social  security  benefits  for  widows  from  82%  percent 
to  100  percent  of  the  deceased  husband's  retirement  benefit 

3.  H.R.  6280,  to  provide  full  pension  benefits  at  age  62  to  women  who  have 
contributed  to  the  social  security  fund  for  30  years  (120  quarters) 

B.  MEDICARE 

1.  H.R.  11218,  to  include  the  cost  of  prescription  drugs  for  elderly  persons  not 
undergoing  hospital  treatment  under  Medicare 

2.  H.R.  6280,  to  extend  Medicare  to  persons  under  65  who  are  receiving  dis- 
ability benefits  under  the  Social  Security  and  Railroad  Retirement  Acts 

Mr.  Chairman,  I  appreciate  this  opportunity  to  testify  in  support  of  legisla- 
tion I  have  introduced  to  improve  our  nation's  social  security  system. 
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The  Nixon  Administration  adopted  some  of  the  reforms  I  advocate  in  its  pro- 
posals to  this  Committee  last  week,  but  its  approach  overall  has  been  halting  and 
inadequate. 

The  President  has  recommended  a  benefit  increase  of  10  percent  across-the- 
board,  but  it  is  not  to  take  place  until  April  1,  1970.  The  Democratic  Caucus,  on 
the  other  hand,  has  urged  that  benefits  be  raised  15%  by  December  1st  of  this 
year.  The  legislation  I  proposed  would  raise  benefits  by  20  percent,  but  certainly 
the  least  we  can  do  is  follow  the  recommendation  of  the  Caucus. 

I  would  like  to  discuss  briefly  the  legislation  I  have  introduced. 

SOCIAL  SECURITY 

H.  R.  9375,  which  I  introduced  on  March  24,  1969,  would  provide  a  20  percent 
across-the-board  increase  in  social  security  benefits. 

Other  provisions  in  the  bill  include  : 

I.  A  cost-of-living  clause  that  would  automatically  raise  benefits  by  the  same 
amount  that  prices  have  risen. 

2.  An  increase  in  the  minimum  amount  a  social  security  pensioner  can  receive 
from  $55  to  $80  a  month. 

3.  Payment  of  the  cost  of  the  proposed  increases  from  federal  income  tax 
receipts  rather  than  from  increased  social  security  taxes. 

Our  retired  Americans  deserve  to  share  in  our  prosperity  and  they  should  be 
guaranteed  that  their  increased  benefits  are  not  eaten  up  by  price  increases. 

The  average  monthly  social  security  payment  to  a  retired  couple  is  now  only 
$168.  By  contrast  the  Bureau  of  Labor  Statistics  estimated  in  autumn  of  1966 
that  a  monthly  income  of  $322  was  needed  for  an  elderly  couple  to  maintain 
a  "moderate"  living  standard  in  urban  areas. 

Since  studies  by  the  Social  Security  Administration  indicate  that  most  social 
security  beneficiaries  have  little  or  no  income  other  than  their  benefits  we  must 
act  now  to  narrow  the  gap  between  social  security  benefits  and  the  minimum 
needs  of  our  elderly  citizens. 

Furthermore,  automatic  cost-of-living  increases  are  needed  to  keep  this  gap 
from  widening  again.  The  consumer  price  index  has  gone  up  by  more  than  8 
percent  since  the  last  increase  in  social  security  benefits  in  February,  1968. 

The  proposed  benefit  increases  should  be  paid  from  federal  income  tax  receipts 
rather  than  from  increased  social  security  taxes.  Each  year,  without  any  tax 
increase,  federal  tax  receipts  increase  by  over  $12  billion  because  of  the  increase 
in  wages,  salaries,  and  the  profit  of  corporations.  About  half  of  this  year's  in- 
crease should  be  claimed  to  provide  a  much  needed  social  security  increase  to 
our  older  people. 

Social  security  taxes  are  now  over  9  percent  and  are  scheduled  to  reach  over 
11  percent  in  1973.  To  increase  them  any  further  would  place  an  undue  burden 
upon  present  social  security  taxpayers. 

H.R.  11951,  which  I  introduced  on  June  9,  1969,  would  raise  social  security 
benefits  for  widows  from  82%  percent  to  100  percent  of  the  deceased  husband's 
retirement  benefit. 

Under  present  law,  a  married  couple  receives  150  percent  of  the  monthly 
benefit  for  a  single  insured  person.  A  worker  covered  by  the  social  security  sys- 
tem therefore  would  draw  150  percent  of  his  benefit  if  he  is  married.  Should  his 
wife  die,  leaving  him  a  widower,  he  would  receive  100  percent  of  his  benefit.  But 
if  he  dies  first,  his  widow  can  receive  only  82%  percent  of  his  full  benefit. 

This  situation  creates  a  serious  injustice.  It  costs  a  widow  just  as  much  to 
live  as  it  would  her  husband.  A  man  who  pays  social  security  taxes  during  his 
working  years  deserves  to  know  that  his  wife  will  be  fully  protected  should  he 
die  before  she  does. 

Furthermore  experts  have  testified  that  increasing  widow's  benefits  would 
more  effectively  aid  the  poor,  per  dollar  of  added  cost,  than  any  other  change 
in  the  system. 

The  reason  is  that  the  concentration  of  poverty  is  greater  in  this  group  than 
in  almost  any  other.  Six  out  of  every  ten  aged  women  living  alone  have  incomes 
below  the  poverty  line.  The  very  oldest  women  are  especially  disadvantaged, 
with  the  percentage  of  widows  getting  monthly  benefits  of  only  $44  or  less  fully 
twice  as  high  for  those  over  85  as  for  those  under  70. 

We  can  remedy  this  injustice  at  a  modest  cost.  We  should  do  so  immediately. 

President  Nixon  has  recommended  only  a  partial  redress  of  this  injustice. 
Under  the  President's  proposal,  a  widow  would  still  receive  only  82%  percent  of 
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the  full  benefit  at  age  62,  but  this  percentage  would  gradually  increase  until 
she  reached  age  65,  when  she  would  receive  the  full  100  percent  of  her  husband's 
benefit.  I  do  not  see  why  the  President  did  not  recommend  full  benefits  at  age 
62.  If  it  is  inequitable  to  discriminate  against  widows — and  the  President  seems 
to  acknowledge  by  his  proposal  that  it  is — is  it  any  less  inequitable  to  treat  62- 
year-old  widows  differently  from  65-year-old  widows? 

The  third  bill  I  have  sponsored  in  this  area  is  H.R.  6280,  introduced  on  Febru- 
ary 5,  which  would  provide  full  pension  benefits  at  age  62  to  women  who  have 
contributed  to  the  social  security  fund  for  30  years  (120  quarters) . 

Under  the  present  law,  those  women  covered  by  social  security  who  elect  to 
retire  at  age  62  receive  only  80  percent  of  the  benefits  due  them. 

Those  who  would  benefit  from  the  passage  of  this  legislation  would  be  women 
who  started  working  just  when  the  nation  was  beginning  to  recover  from  the 
Depression. 

Since  that  time  the  U.S.  economy  has  soared  to  aji  unprecedented  peak  of 
prosperity  and  a  good  deal  of  that  growth  may  be  attributed  to  the  nation's 
working  women. 

It  is  time  now  to  reward  these  women  for  their  contributions  to  the  economic 
well-being  of  our  nation.  It  is  they  who  have  been  in  large  part  responsible  for 
the  growth  of  the  Social  Security  trust  funds  from  the  $267.2  million  total  in 
1938  to  the  present  $25.5  billion. 

In  addition,  permitting  early  retirement  at  full  benefits  for  women  would 
help  free  thousands  of  jobs  for  younger  workers,  thus  cutting  unemployment 
and  further  aiding  the  economy. 

MEDICARE 

The  final  two  bills  I  would  like  to  discuss  deal  with  changes  in  the  Medicare 
system. 

The  first,  H.R.  11218,  was  introduced  on  May  13,  1969,  and  would  include  the 
cost  of  prescription  drugs  for  the  elderly  under  Medicare.  Drug  costs  for  elderly 
patients  undergoing  hospital  treatment  are  of  course  already  covered  by  Medi- 
care, and  my  bill  would  simply  extend  coverage  to  drugs  prescribed  for  those 
not  in  hospitals. 

Per  capita  drug  expenditures  for  the  aged  are  more  than  three  times  higher 
than  for  Americans  under  65.  Though  they  make  up  less  than  10  percent  of  the 
population  the  elderly  bear  approximately  25  percent  of  all  prescription  drug 
costs,  and  only  a  few  can  afford  to  carry  adequate  insurance. 

Furthermore  approximately  30  percent  of  the  nation's  elderly  are  below  the 
poverty  line.  The  median  income  in  1966  for  household  heads  over  65  was  $3,645, 
as  compared  to  $7,436  for  the  general  population.  The  contrast  is  just  as  striking 
for  individuals,  with  a  $770  differential  between  the  median  income  of  the  aged 
and  that  of  the  population  as  a  whole.  In  addition,  assets  built  up  in  anticipation 
of  later  years  have  been  greatly  devalued  by  inflation. 

Because  of  their  limited  resources  and  their  disproportionate  need  for  pre- 
scription drugs,  the  elderly  live  under  the  ever-present  threat  of  disaster.  Any 
sudden  illness  can  destroy  an  individual's  or  an  entire  family's  savings,  making 
it  almost  impossible  for  them  to  afford  even  the  most  basic  comforts  or  disease 
preventatives.  As  a  result,  they  become  highly  susceptible  to  further  illness.  We 
in  the  Congress  have  a  responsibility  to  prevent  this  vicious  downward  spiral. 

The  Final  Report  of  the  H.E.W.  Task  Force  on  Prescription  Drugs  recom- 
mended in  February,  1969,  that  prescription  drug  costs  of  the  elderly  be  included 
under  Medicare,  although  with  some  limitations. 

Extending  Medicare  coverage  to  non-hospital  drug  costs  might  well  open  up 
additional  beds  in  presently  overcrowded  hospitals,  since  elderly  patients  would 
no  longer  have  to  be  admitted  to  hospitals  in  order  to  get  their  drug  costs  paid. 

The  second  Medicare  bill,  H.R.  6280,  introduced  on  February  5,  1969,  would 
extend  Medicare  to  persons  under  65  who  are  receiving  disability  benefits  under 
the  Social  Security  and  Railroad  Retirement  Acts.  This  would  bring  under  Medi- 
care an  estimated  1.5  million  seriously  disabled  persons  under  65  who  are 
ineligible  under  current  law. 

These  severely  disabled  persons  are  in  special  need  of  Medicare  protection. 
Their  health  costs  are  high,  their  incomes  are  low,  and  fewer  than  half  of  them 
are  able  to  get  private  health  insurance  coverage. 

Recent  statistics  show  that  those  receiving  disability  payments  need,  on  the 
average,  seven  times  as  much  hospital  care  as  the  general  population,  and  need 
the  care  of  a  doctor  three  times  as  often.  Further,  these  statistics  revealed  that 
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one-third  of  all  disability  beneficiaries  had  incomes  below  the  poverty  line,  and 
only  46  percent  had  some  form  of  health  insurance  protection. 

By  contrast  54  percent  of  the  aged  had  some  form  of  health  insurance  pro- 
tection before  Medicare.  The  seriously  disabled,  therefore,  need  Medicare  at 
least  as  badly  as  those  presently  covered. 

The  Advisory  Council  on  Health  Insurance  for  the  Disabled,  established  by 
Congress  in  1967,  recommended  early  in  January  of  this  year  that  Medicare  be 
extended  to  those  receiving  social  security  disability  benefits.  H.R.  6280  imple- 
ments this  recommendation,  but  expands  it  to  include  disability  beneficiaries 
under  the  Railroad  Retirement  Act. 


Statement  of  Hon.  Joseph  G.  Minish,  a  Representative  in  Congress 
From  the  State  of  New  Jersey 

Mr.  Chairman  and  members  of  the  Committee,  first,  let  me  thank  you  for  the 
opportunity  to  submit  this  statement  on  pending  social  security  legislation.  I 
am  grateful  that  the  Ways  and  Means  Committee  has  seen  fit  to  schedule  con- 
sideration of  this  vital  subject  so  soon  after  completion  of  its  exhaustive  work 
on  tax  reform  and  tax  relief. 

The  Tax  Reform  Act,  as  passed  by  the  House,  provides  relief  which  will  be 
most  beneficial  to  our  poor  and  middle  income  families  for  whom  the  high  cost 
of  living,  coupled  with  heavy  taxes  at  all  levels,  has  caused  deep  anxiety  and  re- 
sentment. However,  there  is  one  group  whose  financial  plight  will  not  be  eased 
by  lower  taxes  since  their  incomes  fall  far  below  the  poverty  level  where  in  most 
cases  they  are  not  required  to  pay  taxes.  I  refer,  of  course,  to  social  security 
beneficiaries — the  most  poverty  stricken  group  in  our  society.  It  is  a  sad  fact 
that  40  percent  of  persons  65  years  of  age  or  older  are  classified  as  poor  or  near- 
poor. 

On  May  21,  1969,  I  introduced  H.R.  11554  to  provide  a  15  percent  across-the- 
board  increase  in  social  security  benefits  effective  July  1,  1969.  My  bill  would 
increase  the  minimum  monthly  benefit  from  $55  to  $80  and  raise  maximum  bene- 
fits from  $218  to  $250.70.  Under  this  legislation,  the  level  of  benefits  would  be 
reviewed  every  three  months  and  the  benefit  schedule  adjusted  upward  when 
the  cost  of  living  increases  3  percent  or  more  above  the  previous  base  period. 
This  periodic  cost-of-living  mechanism  is  necessary  to  insure  that  social  security 
benefits  will  not  be  eroded  by  rising  prices  as  they  have  so  often  in  the  past. 
By  this  means  we  will  combat  the  shameful  situation  which  permits  our  senior 
citizens  to  fall  deeper  and  deeper  into  poverty  while  the  majority  of  Americans 
enjoy  relative  prosperity. 

Naturally,  I  was  disappointed  when  President  Nixon  recommended  that  social 
security  benefits  be  increased  by  only  10  percent  and  that  this  meager  increase  be 
deferred  until  next  April.  The  President,  in  his  message  to  Congress,  noted  an 
increase  was  necessary  in  order  to  enable  older  Americans  to  keep  pace  with  the 
inflationary  spiral  and  the  rising  cost-of-living.  Yet  inflation,  which  strikes  re- 
tirees and  older  persons  hardest,  has  driven  the  cost-of-living  up  more  than  13 
percent  since  Congress  last  enacted  a  social  security  increase  in  February,  1968. 
Prices,  no  doubt,  will  rise  even  further  by  April  of  1970.  The  Administration  re- 
quest, in  short,  is  too  little  and  too  late. 

Mr.  Chairman,  an  increase  in  social  security  benefits  of  at  least  15  percent 
retroactive  to  this  past  July  is  imperative  this  year  if  our  senior  citizens  are  to 
hold  their  own  in  a  time  of  greatly  increasing  prices.  If  we  do  not  act  promptly 
on  a  significant  social  security  increase,  this  country's  retirees  will  find  them- 
selves in  a  terrible  financial  bind.  Social  Security  is  a  misnomer — a  cruel  hoax — 
if  it  does  not  enable  its  beneficiaries  to  at  least  keep  pace  with  the  cost-of-living. 

Among  other  improvements  I  believe  should  be  made  in  the  Social  Security 
Act  are  the  following:  an  increase  in  the  earnings  limitation,  the  equalization 
of  treatment  for  wives  working  under  the  social  security  system,  and  in- 
creased benefits  for  blind  citizens. 

Mr.  Chairman,  persons  reaching  the  age  of  65  today  can  look  forward,  thanks 
to  improved  health  care,  to  a  longer  life  span  and  the  ability  to  continue  to  con- 
tribute to  their  society.  We  ought,  therefore,  to  encourage  our  senior  citizens  to 
employ  their  talents,  knowledge,  and  experience  in  worthwhile  and  gainful  en- 
deavors. One  means  of  achieving  this  goal  is  to  increase  substantially  the  an- 
nual earnings  limitation  for  social  security  recipients. 
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Under  present  law,  couples  working  under  social  security  do  not  receive  a  fair 
return  on  their  contributions  to  the  fund.  To  remedy  this  situation  I  would  call 
the  Committee's  attention  to  H.R.  9064,  which  I  introduced  on  March  17,  1969. 
The  purpose  of  this  legislation  is  to  treat  a  working  husband  and  wife  as  a  unit 
and  to  increase  the  "earnings  base"  used  in  the  computation  of  their  benefits.  The 
result  would  be  a  more  equitable  level  of  benefits  for  both  husband  and  wife. 

Mr.  Chairman,  I  also  urge  the  Committee  to  approve  a  liberalization  of  the 
conditions  governing  eligibility  of  blind  person  to  receive  disability  insurance 
benefits  unaer  the  Social  Security  Act.  My  bill,  H.R.  10252,  would  provide  a  par- 
tial solution  to  the  financial  catastrophy  which  engulfs  many  persons  as  a  result 
of  blindness.  It  would  permit  a  blind  person,  who  has  worked  in  social  security 
work  for  six  quarters,  to  qualify  for  disability  insurance  payments  and  to  continue 
qualified  so  long  as  he  remains  blind  regardless  of  his  earnings. 

Moving  to  Medicare,  Mr.  Chairman,  I  believe  the  Committee  should  include  a 
section  in  its  legislation  which  would  extend  medicare  coverage  to  the  cost  of 
drugs  purchased  by  the  elderly.  Constantly  soaring  drug  prices  constitute  a  major 
element  in  the  severe  economic  problems  of  the  elderly.  Today  drug  items  account 
for  a  significant  proportion  of  the  budgets  of  aged  citizens.  By  1975  drug  costs 
are  expected  to  rise  by  65%  for  our  population  as  a  whole  and  the  increase  for 
senior  citizens  will  be  significantly  greater — already,  in  fact,  drug  costs  for  the 
aged  are  twice  as  high  as  for  the  young  and  four  out  of  five  persons  65  or  older 
have  a  disability  or  chronic  condition  requiring  the  purchase  of  drugs. 

I  believe  our  elderly  citizens  ought  to  enjoy  the  right  to  choose  the  type  of 
health  care  they  believe  best  suited  to  their  needs.  Therefore,  I  urge  approval 
of  my  bill.  H.R.  14343,  which  would  extend  medicare  coverage  to  chiropractic. 

Another  area  of  importance  to  medicare  beneficiaries  is  the  issue  of  home  main- 
tenance care.  On  July  17  I  introduced  H.R.  12924  to  authorize  payment  under  the 
medicare  program  for  services  furnished  by  a  home  maintenance  worker  as  part 
of  a  home  health  service  plan.  Presently  only  personal  care,  such  as  feeding,  bath- 
ing, transfer  in  and  out  of  a  wheelchair,  etc.,  is  afforded  to  a  medicare  recipient 
in  his  home.  We  should  recognize  that  many  patients  are  able  to  care  for  their 
personal  needs,  but  are  not  capable  of  performing  household  tasks,  shopping,  and 
cooking  without  assistance.  By  providing  these  service,  we  will  allow  convalescent 
or  ill  older  citizens  to  remain  in  the  familiar  surroundings  of  their  home  in  their 
own  community.  Moreover,  this  legislation  would  save  both  medicare  recipients 
and  the  public  the  cost  of  more  expensive  type  of  institutional  care. 

Mr.  Chairman,  the  improvements  I  have  covered,  together  with  other  areas  I 
am  sure  will  be  developed  by  the  Committee,  provide  the  basis  for  expanding  the 
horizons  of  our  nation's  senior  citizens.  Each  year  a  larger  proportion  of  our 
population  joins  their  ranks.  Presently  there  are  close  to  20  million  Americans 
over  the  age  of  65.  We  should  not  consider  the  increasing  number  of  senior  citizens 
as  a  burden  for  our  nation,  but  as  an  opportunity  to  enrich  their  lives  and, 
through  them,  the  lives  of  all  of  us. 


Statement  of  Hon.  Wm.  J.  Randall,  a  Representative  in  Congress  From 

the  State  of  Missouri 

Mr.  Chairman,  and  Members  of  the  Committee  on  Ways  and  Means.  I  ap- 
preciate this  opportunity  to  appear  in  behalf  of  my  bill  H.R.  331.  During  the 
fall  of  1968.  when  talking  with  constituents  in  our  congressional  district,  I  was 
requested  repeatedly  to  introduce  legislation  which  would  amend  Title  XVIII 
to  include  chiropractic  under  Medicare,  Part  B. 

In  compliance  with  these  many  requests  and  because  I  regard  it  as  my  duty 
to  represent  all  of  my  people,  I  introduced  H.R.  331  in  January  of  1969.  I  re- 
call most  of  the  requests  to  eliminate  the  exclusion  against  chiropractic  came 
from  our  older  constituents  who  were  already  Medicare  patients  and  who  in- 
sisted that  they  preferred  to  use  the  chiropractic  branch  of  the  healing  arts. 
From  several  different  sources  I  am  reliably  advised  that  the  use  of  chiropractic 
by  elderly  patients  has  been  increasing  in  the  last  few  years. 

A  recent  Public  Health  Service  report  shows  that  about  one-third  of  all  condi- 
tions causing  activity  limitation  to  persons  65  years  of  age  and  over  were  due  to 
muscular-skeletal  impairment.  It  is  rather  generally  agreed  that  doctors  of 
chiropractic  are  well  qualified  by  education  and  experience  in  the  detection  and 
correction  of  neuro-musculo-skeletal  conditions  and  their  effects. 
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Mr.  Chairman,  I  appear  before  your  Committee  to  urge  the  inclusion  of  chiro- 
practic service  under  Medicare,  Part  B,  to  the  extent  that  such  service  is  au- 
thorized by  state  laws  in  the  comparable  manner  chiropractic  has  been  so  long 
included  in  the  Medicaid  program.  Under  the  law  as  it  is  now  written  there 
are  some  strange  results,  to-wit :  _ 

1.  The  medically  indigent  can  obtain  chiropractic  service  under  Medicaid 
(Title  XIX). 

2.  But  the  medically  self-sufficient  who  voluntarily  pay  premiums  cannot 
obtain  chiropractic  service  under  Medicare  (Title  XVIII) . 

The  real  issue  involved  under  H.R.  331  is  freedom  of  choice.  I  clearly  recall 
that  prior  to  the  passage  of  Medicare  opponents  argued  that  Medicare  would 
lead  to  the  limitation  of  choice  of  a  dotcor  by  a  patient  which  opponents  said 
was  the  hallmark  of  Socialized  Medicine.  It  is  from  such  arguments  perhaps 
that  Section  1802,  or  the  "free  choice  by  patients  guarantee",  was  made  a  part 
of  the  Social  Security  Law. 

Yet  today,  Title  XVIII  denies  those  who  voluntarily  pay  premiums  their 
free  choice  of  doctors.  America's  self-supporting  elderly  are  denied  the  free- 
dom of  choice  to  obtain  the  health  services  of  state-licensed  chiropractors.  This 
denial  should  be  rectified.  When  choice  is  denied  as  under  the  present  law, 
there  is  a  lessening  of  the  independence  and  spirit  of  dignity  which  Medicare 
was  set  up  to  assure. 

Another  valid  reason  why  this  exclusion  should  be  eliminated  stems  from 
the  fact  that  today  48  states  license  dotcors  of  chiropractic.  One  of  the  best 
ways  for  the  Congress  to  preserve  federalization  under  Medicare  is  to  permit 
people  in  various  states  to  use  chiropractic  to  the  extent  and  for  the  purposes 
permitted  by  state  law.  Let  us  not  forget  that  19  states  require  commercial  in- 
surance companies  to  include  in  their  policies  chiropractic  treatment.  Let  it 
be  remembered  17  states  at  present  include  chiropractic  in  Medicaid. 

Mr.  Chairman,  I  shall  make  no  effort  at  rebuttal  of  the  objections  of  the 
opponents  of  chiropractic  inclusion  under  Medicare.  Instead,  I  shall  continue 
with  a  positive  presentation  and  ask  that  you  consider  the  following  facts: 

1.  At  least  500  insurance  companies  honor  chiropractic  claims.  This  should 
be  regarded  as  an  endorsement  of  the  efficacy  of  chiropractic. 

2.  The  vast  majority  of  State  Industrial  Commissions  honor  chiropractic 
claims. 

3.  For  many  years  the  federal  government  has  accepted  the  certificates  of 
chiropractors  certifying  as  to  lost  time  of  federal  employees. 

4.  Since  1966  the  United  States  Public  Health  Service  has  listed  doctors  of 
chiropractic  as  among  "medical  specialists  and  practitioners",  and  PHS's  Health 
Manpower  Source  Book  includes  doctors  of  chiropractic  along  with  physicians, 
surgeons,  and  dentists. 

Mr.  Chairman,  your  Committee  should  amend  the  present  law  because  there 
is  a  grass  roots  demand  for  chiropractic  coverage  under  Medicare.  The  reason 
I  believe  this  is  a  true  appraisal  is  because  organized  labor  through  a  substantial 
number  of  its  state  labor  councils  and  municipal  central  labor  councils  have  gone 
on  record  for  chiropractic  inclusion  in  Medicare.  Countless  local  unions  have 
adopted  resolutions  to  this  effect,  particularly  among  the  steel  workers,  auto 
workers,  transit  workers,  and  virtually  every  large  affiliate  of  the  AFL-CIO. 

It  is  also  interesting  to  note  that  the  Veterans  of  Foreign  Wars,  at  their  70th 
Encampment  of  August  1969,  went  on  record  as  urging  the  Congress  to  amend 
the  Social  Security  Act  to  permit  veterans  and  older  citizens  to  use  chiropractic 
treatment  for  their  various  ailments.  Earlier,  the  AM  VETS  had  adopted  a  resolu- 
tion to  this  effect,  and  several  state  departments  of  the  American  Legion  and 
Veterans  of  World  War  I  have  passed  resolutions  asking  for  the  inclusion  of 
chiropractic  under  Medicare.  With  such  widespread  endorsement  it  should  be  a 
reasonable  conclusion  there  is  a  nationwide  interest  that  the  law  be  amended 
to  cover  chiropractic  service  under  Medicare. 

As  a  layman  without  claiming  any  extraordinary  knowledge  about  chiroprac- 
tors, let  me  review  some  facts  which  may  refresh  the  memory  of  the  Members 
of  this  Committee  about  the  profession.  Chiropractic  is  a  service  that  looks  at 
health  and  disease  with  emphasis  on  spinal  mechanism  and  neurological  rela- 
tionship. It  is  a  drugiess  healing  profession  that  does  not  include  the  practice 
of  surgery.  From  their  own  definitions  chiropractors  confine  the  practice  of  their 
healing  art  to  that  scientific  area  in  which  they  are  qualified  to  serve.  I  submit 
they  should  be  complimented  for  this  view  because  to  do  otherwise  would  be 
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comparable  to  a  dentist  undertaking  to  treat  a  lung  disorder,  or  an  ophthal- 
mologist attempting  to  treat  a  coronary  condition. 

The  chiropractic  profession  is  constantly  improving  itself.  I  found  it  a  pro- 
ductive experience  to  study  the  summary  of  courses  of  the  ten  leading  colleges 
of  chiropractic.  I  found  these  colleges  have  an  extensive  curricular  with  increas- 
ing emphasis  on  clinical  diagnosis.  Each  of  these  colleges  is  continuously  raising 
its  requirements  for  graduation. 

To  their  credit  you  will  never  find  a  reputable  chiropractor  who  will  claim  that 
chiropractic  is  a 'cure-all.  There  has  always  been  a  readiness  and  willingness 
by  chiropractic  doctors  to  make  referral  of  patients  where  nonchiropractic  meth- 
ods of  care  would  be  more  effective.  However,  within  their  own  area  of  specializa- 
tion, chiropractors  are  being  increasingly  recognized  as  well  qualified  to  treat 
illnesses  involving  certain  health  problems. 

'Sir.  Chairman,  in  consideration  of  all  of  the  foregoing  facts  I  submit  that  it 
is  wrong  to  deny  by  Congressional  ommission  or  inaction  chiropractic  services  to 
the  large  numbers  of  our  older  people  who  voluntarily  pay  their  premiums  under 
Medicare.  Such  denial  is  not  right  when  a  patient  prefers  a  chiropractor  for  a 
condition  which  will  respond  to  chiropractic  treatment. 

I  urge  this  Committee  to  make  a  long  Overdue  correction  of  the  law  by  appro- 
priately amending  Title  XVIII  to  grant  to  Medicare  patients  the  right,  without 
restraint,  to  enjoy  complete  freedom  of  choice  to  choose  their  doctor. 


Congress  of  the  United  States. 

House  of  Representatives, 
Washington,  D.C.,  November  1969. 

Hon.  WmBtrB  D.  Mills. 

Chairman.  Ways  and  Means  Committee. 

House  of  Representatives. 

Dear  Mr.  Chairman  :  During  the  Committee's  work  on  needed  improvements 
in  the  social  security  program.  I  would  like  to  call  attention  to  the  workmen's 
compensation  offset  provisions  and  the  hardships  caused  by  the  reduction  in 
social  security  disability  payments.  Several  bills  have  been  introduced — BLR 
1281.  H.R.  8595,  etc. — to  repeal  section  224  in  its  entirety. 

I  am  enclosing  excerpts  of  a  memorandum  from  my  District  Aide  Archie  Lantz. 
setting  forth  some  of  the  cases  which  have  come  to  his  attention  over  the  past 
few  years.  He  is  extremely  conscientious  and  I  have  the  greatest  confidence  in  his 
ability  and  judgment  because  of  his  past  experience  and  knowledge  in  this  field. 
Previous  to  joining  my  staff.  Mr.  Lantz  served  with  the  Arkansas  state  agency 
which  makes  determinations  on  claims  for  disability  benefits  for  a  period  of  some 
five  years,  during  two  of  which  he  handled  all  disability  claims  brought  up  for 
reconsideration  and  appeal.  Since  that  time,  he  has  represented  claimants  at 
hearings  and  in  a  majority  of  cases  successfully  secured  reversal  of  the  denial. 

While  the  Senate  added  the  offset  provision  to  prevent  excessive  combined  bene- 
fits of  workmen"s  compensation  and  social  security  disability  and  possible  adverse 
affect  on  some  disabled  workers'  motivation  toward  rehabilitation.  I  believe  there 
are  a  relatively  small  number  of  cases  where  the  combination  of  payments  might 
be  quite-  high  in  relation  to  previous  earnings. 

I  would  like  to  ask  that  this  letter  and  enclosure  be  made  a  part  of  the  record 
of  the  hearings  dealing  with  the  disability  provision.  I  am  sure  this  information 
will  be  helpful  to  members  of  the  Committee  in  considering  this  issue. 
Sincerely. 

John  Pall  Hammeeschmdt, 

Seven  months  ago.  Steve  Stewart.  3106  Walnut  Street.  Fort  Smith,  suffered 
a  severe  back  injury  while  working  at  his  job  as  a  glass  installer.  He  has  under- 
gone surgery  three  times,  and  doctors  have  told  him  since  he  has  received  little 
relief  that  he  will  have  to  be  placed  in  a  body  cast  in  hopes  this  will  strengthen 
his  back. 

Steve  is  29  years  old.  a  non  veteran,  the  father  of  four  children.  For  the  past 
seven  months  they  have  had  to  get  by  on  $49  a  week  payment  from  Workmen's 
Compensation.  They  have  lost  their  car  due  to  inability  to  keep  up  the  payments 
and  some  utilities  have  been  cut  off  due  to  unpaid  bills.  Fortunately  the  VA  holds 
the  mortgage  on  their  home,  and  the  VA  has  told  them  they  will  hold  off  a  while 
on  pressing  for  back  payments  with  the  view  Steve  may  soon  get  a  lump  sum 
settlement  from  Workmen's  Compensation. 
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Accepting  the  lump  sum  settlement — when  such  an  agreement  is  reached,  which 
will  probably  be  many  months  from  now  due  to  his  condition — will  present  a 
dilemma.  They  can  take  this  money  and  pay  off  the  loan  on  their  home  so  if 
something  happens  to  him  his  family  will  at  least  have  a  home.  But  if  they 
do  this,  they  will  have  nothing  left  to  live  on.  Stretching  it  out  and  paying  ac- 
cumulated bills  could  jeopardize  their  keeping  their  home  if  something  did 
happen  to  him. 

Also,  in  accepting  the  lump  sum  settlement,  social  security  benefits  they  would 
ordinarily  be  entitled  to  will  be  offset  by  a  major  percentage  of  the  lump  sum 
settlement  and  will  extend  into  the  future  the  number  of  months  it  will  take 
to  equal  the  offset  amount. 

Mr.  James  Brewer,  route  one,  box  264,  Mena,  Ark.,  was  injured  in  1965  and 
was  found  eligible  for  social  security  benefits.  He  was  found  entitled  to  monthly 
disability  benefits  of  $115.60  and  his  wife  and  their  four  children,  each  entitled 
to  $27.20  beginning  in  March  1966. 

Then  Mr.  Brewer  received  a  lump  sum  Workmen's  Compensation  settlement  of 
$5,500  reduced  to  $4,785  due  to  legal  and  medical  fees  effective  April  16,  1966. 
This  settlement  was  determined  to  be  in  place  of  periodic  Workmen's  Compensa- 
tion and  that  this  represented  a  weekly  payment  prorated  at  $52.50  for  April  16, 
1966  through  January  15,  1968.  The  Social  Security  Administration  then  cut  Mr. 
Brewer's  benefits  to  $24.10  a  month,  and  his  wife's  and  children's  benefits  were 
totally  withheld  during  this  period. 

Mr.  Brewer  was  a  veteran,  but  had  never  qualified  for  VA  benefits.  In  Decem- 
ber 1967,  he  was  in  the  VA  hospital  at  which  time  a  rating  was  to  be  made.  I 
recall  the  situation  clearly  because  I  got  a  letter  from  the  wife  that  they  had 
no  food  in  the  house.  I  made  arrangements  for  the  American  Legion  in  Mena 
to  help  with  an  emergency  supply  for  the  family. 

The  last  illustration  is  a  couple  from  California.  Their  name  escapes  me,  but 
their  case  is  very  vivid.  The  husband  had  been  injured  in  California.  He  re- 
ceived a  lump  sum  settlement  of  about  $9,000  and  was  told  he  would  draw  social 
security  disability  benefits.  After  paying  accumulated  debts  in  California,  they 
came  to  Arkansas  and  spent  the  remainder  of  the  money  three  ways — counting  on 
receiving  the  social  security  benefits.  They  bought  a  shack  of  a  house,  some  used 
furniture  and  an  old  car.  Then  came  the  blow  that  it  would  be  over  two  years 
before  they  could  get  benefits  because  of  Workmen's  Compensation. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  B.C.,  OctooerSl,  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Committee  on  Ways  and  Means, 
Washington,  B.C. 

Dear  Mr.  Chairman  :  As  you  know,  I  have  introduced  H.R.  9803,  a  bill  that 
would  amend  Title  II  of  the  Social  Security  Act  to  liberalize  the  conditions 
governing  eligibility  of  blind  persons  to  receive  disability  insurance  benefits. 

As  we  know,  under  existing  law  a  person  must  work  in  Social  Security-covered 
employment  for  5  of  the  preceding  10  years  to  establish  eligibility  for  disability 
insurance  payments.  H.R.  9803  would  reduce  this  period  for  blind  persons  to 
iy2  years.  The  bill  would  also  waive  for  blind  persons  the  existing  language  in 
the  law  which  cuts  off  disability  insurance  payments  to  those  whose  earnings 
exceed  $140  a  month. 

I  am  persuaded  that  the  changes  to  Title  II  encompassed  in  H.R.  9803  have 
great  merit.  Of  all  the  afflictions  to  which  mankind  is  prone,  none  is  so  tragic  as 
the  loss  of  sight.  It  may  be  argued  that  enactment  of  the  provisions  of  H.R. 
9803  would  give  preferential  treatment  to  blind  persons.  I  think  the  nature  of 
the  disability  is  such  that  preferential  treatment  is  in  order.  I  would  urge  the 
Committee's  favorable  consideration  of  H.R.  9803,  and  I  herewith  request  that 
this  letter  be  made  part  of  the  hearing  record. 

Kind  regards. 

Cordially  yours, 

Frank  Thompson,  Jr. 
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Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  November  5, 1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means,  House  of  Representatives,  Wash- 
ington, D.C. 

Dear  Mr.  Chairman  :  I  wanted  to  express  interest  in  and  request  favorable 
consideration  by  the  Ways  and  Means  Committee  of  the  various  bills  now  before 
the  Committee  which  would  reduce  to  six  (6)  the  number  of  quarters  required 
for  blind  persons  to  qualify  for  disability  insurance  benefits  under  the  Social 
Security  Law. 

I  have  introduced  one  of  these  bills,  H.R.  10747. 

Please  note  my  interest  in  the  record  of  your  hearings  and  statements  on 
these  various  bills. 

The  merits  of  this  legislation  are  self-evident  and  I  know  that  you  and  the 
other  members  of  the  Committee  will  give  this  legislation  serious  consideration. 
With  kindest  regards,  I  am 
Sincerely  yours, 

Speedy  O.  Long. 


Congress  of  the  United  States, 

House  of  Representatives, 

Washington,  D.C,  November  10, 1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Committee  on  Ways  and  Means,  House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  One  of  the  many  bills  under  consideration  by  your  Com- 
mittee proposing  amendments  in  the  Social  Security  law  is  H.R.  11143,  a  bill 
which  I  introduced  on  May  12,  1969,  to  liberalize  the  conditions  governing 
eligibility  of  blind  persons  to  receive  disability  insurance  benefits. 

I  understand  that  approximately  150  Members  of  the  House,  including  ten 
Members  of  your  Committee,  have  introduced  similar  legislation;  and  I  am 
sure  you  are  familiar  with  the  provisions  of  this  legislation.  Briefly,  it  would 
permit  a  person  whose  loss  of  sight  constitutes  blindness  within  the  provisions 
of  the  Disability  Insurance  Law  and  who  has  six  quarters  of  coverage  under 
Social  Security  to  be  eligible  for  disability  insurance  benefits,  and  to  continue 
to  be  eligible  for  such  payments  regardless  of  earned  income  so  long  as  he 
remains  blind. 

I  personally  believe  this  legislation  has  considerable  merit ;  and,  apparently, 
it  has  a  great  deal  of  support  in  the  House  of  Representatives.  I  urge  you  and  the 
Members  of  your  Committee  to  give  this  legislation  favorable  consideration. 
Any  consideration  you  may  give  to  this  request  will  be  greatly  appreciated  by  me. 

I  would  also  appreciate  it  if  you  could  have  this  letter  incorporated  in  the 
printed  records  of  your  hearings. 

With  best  wishes,  I  am 
Sincerely  yours, 

Martin  B.  MoKneally. 


Commonwealth  of  Pennsylvania, 

House  of  Representatives, 
Harrisburg,  December  8, 1969. 
I  have  recently  reviewed  the  Nixon  Welfare  Proposal,  known  as  the  "Family 
Assistance  Plan",  with  our  staff  in  the  House  and  with  legislative  leaders  of 
nine  of  the  ten  largest  states  at  the  Legislative  Leaders'  Conference  in  Atlanta, 
Georgia.  The  Proposal  has  several  commendable  features  : 

It  addresses  itself  to  a  major  national  problem,  focuses  national  attention 
and  opens  debate  on  possible  alternatives  to  present  grossly  inadequate 
welfare  programs. 

It  moves  in  the  direction  of  a  national  guaranteed  minimum  income  by 
establishing  a  Federal  welfare  floor  of  $1600  annually  for  a  family  of  four 
in  the  "Family  Assistance  Plan",  and  assists  the  "working  poor". 

It  assumes  greater  federal  responsibility  for  funding  the  categories  of 
Old  Age  Assistance  (OAA),  Aid  to  the  Disabled  (AD),  and  Blind  Pension 
(BP),  and  prohibits  self-defeating  lien  and  legally  responsible  relative  eligi- 
bility requirements  from  these  categories. 


2508 


It  eliminates  demeaning  investigations,  provides  for  a  self-declaration 
method  of  determining  eligibility,  and  prohibits  the  requirement  adhered  to 
in  some  states  that  the  father  leave  the  home  in  order  that  mother  and 
children  be  eligible  for  assistance. 
While  these  directions  are  commendable,  the  Proposal  falls  far  short  as  a 
substantial  Welfare  Reform  both  in  financial  commitment  and  in  scope.  Our 
present  welfare  programs  were  Depression-spawned  and  have  evolved  as  a 
patch-work  of  emergency  measures  to  meet  the  changing  needs  of  the  past 
thirty-five  years.  Now,  rather  than  additional  patch-work,  the  Federal  Govern- 
ment should  effect  major  welfare  reform  and  make  major  financial  commitments 
to  the  national  goal  of  the  elimination  of  poverty.  The  Nixon  Welfare  Proposal 
does  not  approach  this  goal. 

In  light  of  the  financial  pressures  and  the  declining  fiscal  capability  of  the 
states  to  fund  increasing  welfare  rolls  at  an  adequate  level,  I  must  react  un- 
favorably to  the  fiscal  implications  of  the  Nixon  Welfare  Proposal.  The  Proposal 
offers  no  fiscal  advantage  to  Pennsylvania. 

Under  the  Nixon  Welfare  Proposal,  Pennsylvania  and  other  states  which  have 
made  the  greatest  fiscal  effort  in  meeting  their  responsibilities  to  those  in  need 
of  assistance  are  penalized.  The  percentage  of  help  to  those  states  which  have 
made  consistently  inadequate  provision  is  multiplied  many  times  and  relief  given 
them  from  present  levels  of  expenditure.  There  is  no  requirement  that  they  move 
toward  increased  levels  of  adequacy.  Nationally,  payments  would  still  be 
inequitable. 

I  strongly  favor  upgrading  of  assistance  levels  nationally,  and  removal  of 
imbalances  and  inequities.  I  believe  this  must  be  done  under  full  federal  fund- 
ing. The  states  should  be  fully  responsible  for  the  administration  and  operation 
of  the  program  subject  to  minimal  federal  guidelines  and  the  assumption  of 
administrative  costs  by  the  federal  government.  The  proposed  family  grant  of 
$1600  is  completely  inadequate.  (The  Pennsylvania  family  grant  for  four  persons 
is  $3030. )  I  believe  the  minimum  base  grant  to  a  family  of  four  should  be  $3200 
a  year  adusted  geographically  to  cost  of  living  index.  The  recognized  poverty 
level  in  urban  areas  for  a  family  of  four  is  $3600  a  year.  It  is  my  conviction  that 
the  program  must  move  to  meet  this  level  and  should  contain  automatic  esca- 
lators to  adust  to  future  increases  in  the  cost  of  living. 

For  Pennsylvania  the  specific  deficiencies  of  the  Nixon  Proposal  are  as 
follows : 

Our  largest  caseload  is  the  Aid  to  Families  with  Dependent  Children 
(AFDC)  category,  which  under  the  Family  Assistance  Plan  would  receive 
an  annual  federal  payment  of  $1600  for  a  family  of  four.  This  is  less  than 
we  currently  receive  in  Pennsylvania.  Our  federal  reimbursement  is  pres- 
ently 55%,  and  our  average  maximum  annual  grant  for  a  family  of  four  is 
$3030.  (Federal  reimbursement  $1666— 55%  X3030=$1666.) 

There  is  no  incentive  in  the  Family  Assistance  Plan  to  move  toward  more 
adequate  assistance  levels.  Increased  grants  over  the  July  1969  level  are 
to  be  totally  the  responsibililty  of  the  States.  Pennsylvania  is  committed  to  a 
10%  increase  on  January  1,  1970.  With  the  present  55%  Federal  reimburse- 
ment, we  are  better  off  under  the  existing  AFDC.  ( $3030  X 10%  =$3433 : 
$3433X55%  =$1888.) 

The  Nixon  Welfare  Proposal  still  excludes  from  Federal  participation  the 
General  Assistance  (GA)  category — those  single  adults  and  childless  couples 
under  age  65  who  require  assistance.  Pennsylvania  would  receive  no  federal 
help  on  the  $98  million  it  currently  is  required  to  spend  to  assist  those  in  this 
category. 

Only  in  the  categories  of  Old  Age  Assistance  (OAA),  Aid  to  the  Disabled 
(AD),  and  Blind  Pension  (BP)  do  we  benefit  from  greater  federal  partici- 
pation. This  gain,  however,  is  more  than  off-set  by  the  additional  costs  to  be 
incurred  in  our  General  Assistance  and  AFDC  programs. 

We  favor  removal  of  the  lien  and  legally  responsible  relative  requirements 
as  the  Nixon  plan  proposes  for  OAA,  AD,  and  BP  categories.  Elimination  of 
these  eligibility  requirements  are  equally  pertinent  to  the  GA  and  AFDC 
categories,  but  under  the  Nixon  proposal,  increased  costs  in  these  latter 
categories  resulting  from  the  elimination  of  these  requirements  would  be 
borne  by  the  Staltes.  Our  Department  of  Public  Welfare  conservatively  esti- 
mates these  additional  costs  to  Pennsylvania  in  the  first  year  to  be  $45 
million. 
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While  I  endorse  positive  Federal  and  State  programs  of  job  training  and 
employment,  I  seriously  question  the  motivation  which  puts  economic  value 
on  the  mother's  employment  only  in  the  case  of  the  single  parent  family. 
The  work  requirement  is  not  made  of  the  mother  in  the  family  of  the  "work- 
ing poor"  nor  of  the  mother  in  the  family  where  there  is  an  unemployed 
father.  It  would  seem  that  if  inadequate  income  and  need  for  assistance 
is  justification  for  requiring  the  mother  to  work,  it  would  apply  in  any 
family  where  income  is  inadequate  and  assistance  is  needed.  This  require- 
ment is  easily  subject  to  abuse  and  exploitation  in  the  interpretaton  of 
"appropriate  work".  It  may  be  distorted  to  gain  access  to  cheap,  menial  labor 
or  seasonal  employment  which  would  be  federally  subsidized  through  the 
Family  Assistance  Plan.  Day  care  costs  for  children  of  the  large  family, 
plus  the  subsidization  of  the  mother  during  training  and  perhaps  as  one  of 
the  "working  poor"  following  job  placement  raises  question  as  to  the  eco- 
nomic feasibility.  Aside  from  the  moral  questions  involved  in  an  "involun- 
tary" work  requirement,  and  the  question  of  unequal  treatment  of  this  one 
group  of  children  whose  sole  parent  is  forced  to  register  for  work,  I  must 
protest  the  work  requirement  for  mothers  of  single  parent  families  as  eco- 
nomically questionable. 
As  an  approach  to  the  elimination  of  poverty,  no  Welfare  Plan  should  be  the 
basic  income  maintenance  device.  There  are  other  income  maintenance  programs 
which  need  to  be  strengthened,  so  that  the  Welfare  Plan  becomes  a  residual  pro- 
gram rather  than  the  basic  program  overburdened  with  meeting  the  deficiencies 
in  our  other  forms  of  income  support.  Neither  should  a  Welfare  Plan  subsidize 
seasonal  employment,  cheap  labor,  and  discriminatory  hiring  practices. 

I  would  recommend  that  any  Welfare  Reform  be  seen  in  the  following  context : 
Greatly  increased  Manpower  Training  for  jobs  that  exist  and  jobs  at 
decent  salary  levels. 

Public  service  employment  provided  as  a  last  resort  for  people  who 
cannot  be  absorbed  in  the  private  sector. 

Full  implementation  of  the  Full  Employment  Act  of  1946. 
Full  implementation  of  the  potential  coverage  of  the  social  insurance 
programs.  These  programs  are  presently  deficient  as  indicated  by  the  fact 
that  58%  of  OAA  recipients  are  also  on  Social  Security  inadequate  to  meet 
their  needs.  The  OAA,  AD,  and  BP  categories  should  be  pension  programs 
under  Social  Security  federally  funded  at  greatly  increased  levels. 

Federal  legislation  to  improve  unemployment  insurance  and  workmen's 
compensation,  with  consideration  of  "dependent's  allowances"  so  that  the 
worker  with  the  large  family  does  not  fall  below  an  "achieved"  standard  of 
living  during  periods  of  unemployment. 
Minimum  wage  rates  should  be  raised. 
Seen  in  this  context,  the  Welfare  Program  assumes  its  proper  proportion  as  a 
residual  program. 

At  the  recent  meeting  of  legislative  leaders  in  Atlanta,  Georgia,  representatives 
of  New  York,  Massachusetts,  New  Jersey,  Pennsylvania,  Ohio,  Michigan,  Illinois, 
California,  and  Florida  adopted  the  attached  Resolution.  I  strongly  endorse  its 
recommendation  that  the  total  Welfare  Program  be  federally  funded  over  a 
five  year  phase-in  period.  The  eliminaion  of  poverty  is  a  national  priority,  and 
assumption  of  this  responsibility  by  the  federal  government  would  pronounce  its 
commitment  to  this  goal.  Funding  of  the  Welfare  Program  from  a  single  source, 
eliminating  the  categories,  and  reducing  the  program  to  a  residual  one,  would 
go  a  long  way  in  eliminating  the  confusion  and  the  antipathy  of  the  general 
public  concerning  welf  are. 

Your  support  of  the  above  recommendations  will  be  very  much  appreciated 
and  most  helpful  to  the  people  of  Pennsylvania. 
Cordially, 

Herbert  Fineman, 
Speaker,  Pennsylvania  House  of  Representatives. 

Enclosure : 

During  a  meeting  on  November  19,  and  November  20,  1969,  in  Atlanta, 
Georgia,  of  legislative  leaders  of  the  state  legislatures,  this  Resolution  was 
adopted  by  the  representatives  from  the  following  nine  states:  New  York, 
Massachusetts,  New  Jersey,  Pennsylvania,  Ohio,  Michigan,  Illinois,  California 
and  Florida. 
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Whereas  the  federal  administration  has  developed  a  new  challenging  ap- 
proach to  the  problems  of  the  poor  designed  to  provide  incentives  to  work  and 
to  encourage  family  stability ;  and 

Whereas  the  leaders  of  urban  and  other  states  are  cognizant  of  the  fact  that 
the  problems  of  the  poor  and  the  working  poor  are  basically  national  in  their 
impact  requiring  f  ederal  assistance  and  cooperation ;  and 

Whereas  the  federal  administration  proposal  does  not  provide  adequate 
financial  relief  for  the  difficulties  presently  being  encountered  and  which  will 
continue  to  be  encountered  by  the  states  in  providing  welfare  assistance  to 
the  poor  in  their  respective  jurisdictions ;  and 

Whereas  such  state  firmly  believe  that  unless  there  is  full  federal  financial 
aid  for  welfare  recipients  on  a  phased-in  basis  such  states  will  be  incapable  of 
financially  providing  preventive  and  curative  solutions  not  only  to  the  prob- 
lems of  welfare,  but  as  well  as  to  problems  of  education,  mental  health,  housing, 
transportation,  air  pollution  and  other  vital  programs  ;  and 

Whereas  the  growth  base  of  the  federal  tax  structure  assures  that  the  antici- 
pated increase  in  federal  revenues  over  a  five-year  period  will  be  adequate  for 
full  gradual  assumption  by  the  federal  government  of  the  cost  of  the  entire 
welfare  program  :  Now,  therefore,  be  it 

Resolved,  That  the  Congress  of  the  United  States  be  memorialized  to  accept 
the  basic  principles  embodied  in  the  President's  welfare  reform  proposal :  and 
be  it  further 

Resolved,  That  a  full  federally-financed  system  of  welfare  assistance  be  sub- 
mitted on  a  phased-in  basis  over  a  five-year  period  for  the  current  federal-state 
programs  for  the  aged,  blind,  disabled  and  dependent  children,  and  for  the 
general  assistance  program  now  financed  solely  by  the  states  themselves  ;  and 
be  it  further 

Resolved,  That  although  minimum  eligibility  standards  and  grants  should  be 
determined  by  the  federal  government,  the  states  should  be  fully  responsible 
for  the  administration  and  operation  of  the  program  subject  to  minimal  federal 
guidelines  and  the  assumption  of  administrative  costs  by  the  federal  government. 


House  of  Representatives, 
Commonwealth  of  Pennsylvania, 

Harrisburg,  Pa.,  October  SO,  1969. 
Re  Consideration  of  the  "Medicare"  Program  and  the  proposed  inclusion  of  the 

services  of  licensed  chiropractors  under  the  provisions  of  the  act. 
Hon.  Wilbur  Mills, 
Chairman,  Ways  and  Means  Committee, 
House  of  Representatives,  Washington,  D.C. 

Mr.  Chairman  and  Members  of  the  Committee  :  My  name  is  Anita  Palermo 
Kelly.  I  am  a  member  of  the  House  of  Representatives  of  the  Commonwealth  of 
Pennsylvania,  and  I  reside  in  Philadelphia,  Pennsylvania. 

In  the  matter  under  consideration,  I  wish  to  make  my  thinking  and  feelings 
clear  to  you.  Last  year  in  Pennsylvania,  chiropractic  services  were  included 
under  the  "Medicaid"  provisions  of  the  law.  At  that  time,  I  had  the  opportunity 
to  research  the  matter  very  diligently.  Needless  to  say,  there  is  much  bias  and 
emotionalism  regarding  chiropractic.  But,  after  all  of  the  claims  and  counter 
claims  are  stripped  away,  there  were  two  salient  factors  which  remained  to  guide 
our  thinking.  (1)  Chiropractic  is  a  licensed  profession  in  our  Commonwealth. 
(2)  This  profession  is  recognized  by  many  hundreds  of  insurance  companies 
without  premium  increase  and  most  State  Workman's  Compensation  insurance 
companies  pay  chiropractor's  claims  without  premium  increases. 

The  power  to  license  a  profession  rests  with  the  states  and  the  judgement  of  the 
State  Legislators,  to  license  a  profession  rests  with  the  will  of  the  people  in  the 
final  analysis.  In  the  absence  of  any  definitive  proof  of  the  harmfulness  of 
chiropractic  services,  we  could  only  conclude  that  the  people  covered  by  the 
Medicaid  Program  had  the  right  and  privilege  to  choose  the  kind  of  doctor  that 
they  wished. 

In  looking  into  the  matter  of  harmfulness,  we  learned  that  although  there  were 
again  many  claims  and  counter  claims,  there  was  one  important  non-biased  index, 
namely  malpractice  insurance.  We  found  that  medical  malpractice  insurance 
was  almost  impossible  to  buy.  Insurance  companies  were  and  are  reluctant  to 
sell  it  in  Pennsylvania.  In  fact,  our  insurance  commissioner  had  to  hold  a  special 
hearing  not  too  long  ago  to  investigate  this  phenomena. 


2511 


On  the  other  hand,  the  malpractice  insurance  rates  for  chiropractors  has  not 
increased  substantially  during  the  past  20  years. 

In  making  your  determination  of  whether  or  not  to  include  chiropractic  into 
the  "Medicare"  program,  you  will  no  doubt  face  the  same  pressures  from  power- 
ful interest  groups  that  we  in  Pennsylvania  faced  last  year.  Aside  from  this 
consideration,  there  appears  to  be  only  three  measures  that  may  reasonably 
guide  your  judgment.  They  are  as  follows  : 

(1)  Is  it  valid? 

(2)  Is  it  viable? 

(3)  Is  it  safe? 

The  validity  of  chiropractic  has  been  established  by  the  people  of  48  states  and 
Puerto  Rico  through  their  state  legislatures.  The  viability  (that  is  to  say,  inclu- 
sion without  increased  costs)  has  been  established  by  private  and  public  insur- 
ance carriers.  The  safety  has  been  established  by  malpractice  insurance  records. 

In  conclusion,  if  reason  alone  by  our  guide,  then  there  is  no  logical  reason  for 
our  senior  citizens  to  be  denied  the  same  freedom  to  choose  the  kind  of  doctor 
they  wish  that  the  indigent  now  enjoy.  All  else  is  unfounded  bias  and  non- 
grounded  professional  prejudice  which  should  have  no  place  in  your  deliberations. 
The  pressures  are  indeed  many,  but  I  know  that  I  may  rest  easily,  assured  of 
your  fairness  and  dedication  to  the  American  principles  of  fair  play  and  justice. 

Thank  you  for  the  courtesy  of  your  attention. 
Sincerely, 

Anita  P.  Kelly. 


Statement  of  Ben  W.  Heineman  on  the  Family  Assistance  System 

I  am  pleased  to  submit  a  statement  setting  forth  my  views  on  the  Family 
Assistance  Bill.  Although  I  draw  on  my  experience  as  Chairman  of  the  President's 
Commission  on  Income  Maintenance  Programs,  the  views  represented  here  are 
my  own.  However,  the  report  of  the  full  Commission  will  be  available  from  the 
Government  Printing  Office  shortly. 

In  our  recent  report  to  the  President,  the  Commission  has  proposed  an  income 
maintenance  plan  covering  all  of  the  poor  and  providing  a  basic  income  floor.  The 
Commission  plan  is  set  at  $750  for  each  adult  and  $450  for  each  child,  or  $2,400 
annually  for  a  family  of  four  with  no  other  income.  The  Administration's  Family 
Assistance  Plan  is  quite  similar  in  structure  to  the  program  we  have  proposed. 
Both  plans  provide  a  basic  payment  which  is  reduced  by  50  percent  of  most  other 
income.  These  plans  will  help  both  those  who  can  work  and  those  who  cannot 
work,  and  will  do  so  within  a  structure  which  preserves  the  financial  incentive 
to  work. 

THE  STRUCTURE  OF  THE  FAMILY  ASSISTANCE  PLAN 

I  applaud  the  Administration  for  proposing  the  Family  Assistance  Plan.  I 
believe  this  Plan  represents  the  first  significant  innovation  in  social  welfare 
policy  since  the  Depression.  The  Administration  has  pointed  out  the  basic  prob- 
lems with  existing  Public  Assistance — problems  that  cannot  be  remedied  within 
the  Assistance  structure. 

As  I  see  it,  the  President's  plan  contains  two  fundamental  points  of  departure 
from  current  policy:  the  easing  of  the  burdens  of  income  maintenance  on  the 
States,  and  the  explicit  recognition  that  income  from  employment  may  not  meet 
all  family  income  needs. 

NATIONAL  PROGRAM 

One  of  the  most  important  weaknesses  of  current  welfare  policy  has  been  the 
excessive  financial  burden  carried  by  the  States  in  managing  a  problem  that  is 
National  in  scope.  Public  Assistance  today  is  essentially  a  State-option  program. 
Hence,  individual  State  programs  vary  widely  in  benefit  levels,  administrative 
practices,  eligibility  requirements,  and  coverage.  Some  States  have  not  imple- 
mented all  Federally-assisted  welfare  programs  which  are  available.  The  Adminis- 
tration proposal  goes  far  toward  putting  the  primary  responsibility — both 
financial  and  administrative — for  cash  income  maintenance  on  the  Federal  Gov- 
ernment. This  is  where  such  responsibility  belongs.  The  Government  unit  with 
the  resources  and  capability  for  formulating  and  implementing  basic  domestic 
welfare  policy  is  the  Federal  Government. 
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EMPLOYMENT  AND  ASSISTANCE 

Past  assistance  policy  has  been  based  on  a  false  premise,  namely  tbat  there 
are  two  groups  of  people — employable  persons  who  will  earn  adequate  wages  and 
need  no  additional  assistance,  and  unemployable  persons  who  cannot  work  at  all 
and  are  needy  and  worthy  of  help.  In  short,  employment  or  employability  and 
the  receipt  of  assistance  were  viewed  as  mutually  exclusive.  If  a  man  could  work, 
it  was  presumed  both  that  he  could  find  a  job  and  that  the  job  would  pay  above- 
poverty  wages. 

It  is  somewhat  astounding  that  over  40  percent  of  the  nonaged  persons  heading 
poor  families  worked  all  year  in  1966.  And,  nearly  three-quarters  of  these  heads 
of  poor  families  worked  for  at  least  some  part  of  the  year.  Yet,  such  persons 
generally  have  been  excluded  from  cash  income  maintenance  programs.  By  their 
exclusion,  I  believe  the  Federal  Government  itself  has  contributed  to  the  tension 
and  conflict  in  the  country.  The  nearly  complete  exclusion  of  able-bodied  men 
and  their  families  from  the  receipt  of  Federally-assisted  welfare,  regardless  of 
the  level  of  their  earnings,  has  created  a  situation  in  which  women  heading 
families  may  be  eligible  for  welfare  benefits  that  are  equal  to  or  higher  than  the 
income  of  men  from  working.  It  is  thought  that  the  structure  of  this  program  has 
encouraged  family  break-up,  especially  in  areas  where  jobs  are  scarce  and  wages 
=are  low. 

Some  features  of  the  1967  Amendments  to  the  Social  Security  Act  have  exacer- 
bated these  problems.  Previous  practice  generally  had  not  made  it  profitable  for 
women  receiving  AFDC  to  work — since  assistance  benefits  usually  were  reduced 
by  the  full  amount  of  earnings  less  some  costs  of  employment.  The  1967  Amend- 
ments provided  that  AFDC  recipients  would  not  have  the  first  $30  and  one-third 
of  all  monthly  earnings  thereafter  deducted  from  benefits.  This  made  it  somewhat 
more  profitable  for  women  to  work,  and  presumably  encouraged  them  to  do  so. 
Unfortunately,  this  income  supplement  plan  for  low-income  broken  families 
increases  the  likelihood  that  the  combination  of  income  from  working  and  welfare 
will  exceed  the  earnings  of  many  working  men — who  are  ineligible  for  supple- 
mentation. This  seems  to  be  an  example  of  how  a  reasonable  program  reform, 
applied  only  to  a  limited  group  of  the  population,  can  spawn  problems  as  great 
as  those  which  it  was  designed  to  meet. 

The  Family  Assistance  Plan  will  reduce  the  inequities  in  the  treatment  of 
families  headed  by  working  men,  and  minimize  the  social  and  economic  disin- 
centives that  have  been  the  result  of  past  policy.  By  aiding  all  families  with 
children  based  on  need  alone,  the  Plan  is  an  acknowledgement  that  for  many 
persons  employment  and  the  receipt  of  assistance  cannot  be  mutually  exclusive. 
The  Plan  builds  on  the  desire  of  most  Americans  to  earn  their  way  by  assisting 
and  supplementing  such  efforts  rather  than  penalizing  them. 

Thus,  I  believe  the  structure  of  the  plan  to  be  very  sound.  But  as  with  any 
new  program  proposal,  there  are  some  features  that  require  further  consideration. 
I  will  review  some  of  the  features  that  I  would  like  to  see  changed. 

RESTRICTED  COVERAGE 

The  most  important  of  these,  in  my  view,  is  the  restriction  of  coverage  under 
the  Family  Assistance  Plan  to  families  with  children. 

Many  inequities  and  disincentives  have  resulted  from  past  categorical  pro- 
grams. The  new  Family  Assistance  category  of  all  families  with  children  is 
certainly  a  more  rational  category  than  broken  families  with  children.  Yet,  many 
needy  people  still  will  be  excluded — single  people  who  are  not  disabled  or  aged, 
childless  couples,  and  many  of  the  poor  aged,  blind,  and  disabled  persons  who 
are  nominally  eligible  for  categorical  State  Public  Assistance  programs  but  who 
are  excluded  because  of  nonfinancial  eligibility  restrictions.  We  must  go  back 
to  the  rationale  for  changes  in  our  current  programs  and  consider  whether  we 
do  not  want  to  break  with  the  categorical  system  altogether  rather  than  simply 
to  expand  it. 

Categorical  benefits  can  induce  persons  to  behave  in  a  way  that  puts  them 
into  a  category,  often  to  the  detriment  of  other  social  objectives.  We  have  seen 
how  this  operates  under  the  present  system  where  families  purposefully  break 
up  to  qualify  for  AFDC.  Under  the  proposed  plan  there  will  still  be  financial 
inducement  for  changes  in  family  structure. 

For  example,  there  will  be  considerable  incentive  to  have  a  first  child,  although 
the  incentive  to  have  additional  children  is  lot  large.  Couples  can  receive  up  to 
$1,300  per  year  for  having  the  first  child  if  they  have  no  other  income. 
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The  definition  of  a  family  set  forth  in  the  bill  does  not  preclude  payments  to 
indigent  relatives  and  in-laws,  so  that  children  may  be  shifted  to  grandparents, 
or  uncles  and  aunts,  or  these  persons  may  join  families  with  children  largely 
to  qualify  for  welfare  benefits. 

These  changes  in  family  structure  are  induced  by  the  fact  that  the  proposed 
plan  leaves  out  many  needy  persons.  For  example,  a  couple  with  a  very  low  income 
and  a  seventeen  year  old  child  is  eligible  for  supplementation  one  year,  but  the 
next  year,  when  the  child  becomes  18,  the  couple  is  ineligible  for  any  supplemen- 
tation. Persons  with  the  same  objective  need  will  continue  to  be  treated  quite 
differently,  and,  the  growing  feeling  that  public  programs  are  arbitrary  and 
unfair  in  the  incidence  of  their  benefits  will  persist.  No  one  wants  to  see  hungry, 
ill-housed  and  ill-clothed  children,  but  other  hungry  ill-housed  persons  may  not 
understand  the  rationale  for  their  own  exclusion. 

Budget  constraints  may  have  been  a  reason  for  restricting  the  Family  Assist- 
ance Plan  to  families  with  children  but  the  continuation  of  a  categorical  structure 
does  not  seem  to  be  a  desirable  means  of  limiting  program  costs.  For  these 
reasons,  the  Commission  has  proposed  a  non-categorical  program  which  covers 
the  entire  needy  population  and  makes  payments  based  on  income  need. 

WORK-TRAINING  REQUIREMENT 

I  am  concerned  also  about  the  requirement  that  certain  adult  family  heads 
accept  training  or  employment  deemed  "suitable"  by  the  Secretary  of  Labor. 

1.  Definition  of  employ  ability 

Implicit  in  this  requirement  is  the  notion  that  individual  employability  can  be 
determined  easily  or  most  appropriately  by  the  Government.  It  has  been  my 
experience  that  the  best  definition  of  employability  results  from  the  operation 
of  the  labor  market  rather  than  from  a  Government  determination.  Board 
demographic  definitions  are  useful  only  for  studying  the  aggregate  labor  market 
situation,  and  for  overall  planning.  Such  definitions  cannot  be  applied  to  individ- 
uals without  committing  many  injustices.  There  are  many  limitations  on  employ- 
ability  that  are  not  readily  apparent  if  employability  is  defined  negatively  as 
being  nonaged,  not  ill  or  disabled,  and  the  like.  There  are  many  persons  with 
minor  physical  disorders  who  perhaps  could  do  office  work,  but  who  are  hired 
only  for  more  demanding  physical  work.  There  are  many  persons  with  mental 
problems — many  of  them  quite  invisible  to  an  interviewer — who  are  limited 
nonetheless  in  the  responsibilities  they  can  assume.  Moreover,  it  is  difficult,  time 
consuming,  and  administratively  very  expensive  for  the  Government  to  make 
the  sensitive  determinations  involved. 

As  a  businessman,  I  can  state  that  few  businesses  operate  with  strictly  drawn 
categories  of  who  is  and  who  is  not  employable.  It  is  no  secret  that  industrial 
personnel  officers,  like  their  counterparts  in  Government  and  the  military 
services,  seek  to  hire  the  best  available  workers.  In  periods  of  slack  employment, 
when  the  unemployment  rate  rises,  our  personnel  officers  can  demand  higher 
education,  greater  past  experience,  excellent  physical  condition,  and  workers  in 
prime  age.  We  do  not  give  first  preference  to  very  young  or  aging  workers,  persons 
with  records  of  physical,  emotional,  or  legal  difficulties,  women  with  family 
responsibilities,  and  persons  requiring  extensive  training.  When  labor  markets 
tighten  up,  we  must  loosen  requirements,  not  according  to  narrowly-defined 
criteria,  but  according  to  the  situations  that  prevail  in  local  labor  markets.  We 
participate  more  eagerly  in  programs  to  hire  hard  core  "unemployables."  And, 
to  emphasize  the  point,  should  there  be  a  downturn  in  business  activity,  we  of 
course  must  retain  and  let  persons  go  selectively  so  that  we  are  left  with  our 
most  experienced  and  most  productive  workers.  There  is  nothing  mysterious  or 
rigid  about  this  process.  It  is  the  normal  way  in  which  free  labor  markets 
function.  When  the  Government  attempts  to  define  the  factors  involved  in 
employment  and  to  exclude  persons  from  the  benefits  of  its  program  based  on 
these  definitions,  an  element  of  rigidity  is  introduced. 

2.  Lack  of  full  employment 

The  country  currently  is  experiencing  a  rise  in  the  unemployment  rate  in  an 
effort  to  counteract  inflation.  How  serious  the  unemployment  problem  will  become 
is  impossible  for  me  to  forecast,  but  it  is  important  to  recognize  that  even  in 
periods  of  relatively  tight  employment,  there  are  still  millions  who  cannot  find 
work.  In  such  circumstances,  work  requirements  are  meaningless,  and  allow 


2514 


bureaucratic  discretion  in  deciding  who  should  be  required  to  take  the  available 
jobs.  This  is  particularly  true  in  certain  areas  of  the  country — such  as  the  South — 
where  a  large  share  of  the  Family  Assistance  Plan  benefits  would  go  and  where 
the  fewest  jobs  exist. 

3.  Some  persons  may  oe  worse  off 

The  bill  currently  is  drawn  so  that  most  part-time  workers  heading  families 
are  subject  to  the  work-training  requirement.  If  a  part-time  worker  is  forced  to 
accept  training,  his  financial  position  may  be  lowered.  The  $30  a  month  training- 
allowance  could  in  many  instances  be  less  than  his  part-time  earnings.  Few  per- 
sons or  businesses  voluntarily  enter  situations  where  they  will  lose  money.  We 
should  not  expect  or  force  the  poor  with  family  responsibilities  to  do  so.  No  one 
should  be  required  to  lose  income  while  taking  training. 

Jf.  Consumer  evaluation  of  training  projects 

In  my  travels  to  Commission  field  hearings,  I  have  been  impressed  with  the 
number  of  persons  wTho  want  to  be  trained  for  employment ;  in  many  areas,  train- 
ing programs  are  oversubscribed.  But,  I  have  been  impressed  equally  with  the 
disillusionment  of  many  persons  who  have  passed  through  one  or  more  training 
programs  only  to  find  that  they  still  are  locally  unemployable.  Often  programs 
are  not  geared  to  the  population  they  serve;  often  they  are  not  geared  to  the 
requirements  of  the  local  labor  market.  Sometimes,  training  programs  are  used 
by  all  parties — the  trainers  and  the  trainees — basically  as  income  support  pro- 
grams in  the  absence  of  other  programs.  When  these  conditions  prevail,  time  and 
money  are  wasted.  Many  training  programs  have  not  worked  in  the  past,  but  have 
survived  because  of  bureaucratic  inertia.  We  must  recognize  that  consumers  and 
potential  consumers  of  these  programs  often  are  the  best  judges  of  their  effective- 
ness. If  we  want  an  efficient  network  of  training  programs  that  are  geared  to  local 
needs,  we  should  let  market-like  mechanisms  operate  with  regard  to  their  utili- 
zation. Forcing  recipients  of  aid  to  sign  up  for  training  is  unnecessary  if  the 
training  is  worthwhile  in  the  sense  of  leading  to  a  good  job.  And  it  is  expensive, 
because  it  allows  ineffective  programs  to  continue  and  prevents  the  reallocation 
of  these  scarce  funds  to  more  promising  training  programs. 

Our  training  programs  are  still  experimental  in  many  respects.  We  have 
operated  them  for  a  relatively  short  period  of  time.  Experience  with  them  has 
been  varied,  and  the  factors  leading  to  success  or  failure  have  not  been  isolated. 

I  do  not  make  these  observations  to  minimize  the  importance  of  manpower  and 
training  programs.  On  the  contrary,  I  firmly  believe  that  these  programs  are 
vital  for  many  reasons.  They  offer  opportunities  to  many  persons  who  have  been 
bypassed  by  other  institutions.  They  help  to  minimize  inflation  and  unemploy- 
ment and  they  increase  the  overall  efficiency  of  the  economy  by  providing  a  better 
match  between  jobs  and  workers. 

Currently,  the  National  demand  for  training  programs  far  exceeds  their  supply. 
The  Department  of  Labor  has  estimated  the  number  of  unemployed  or  under- 
employed persons  who  need  services  at  11  million.  In  1968,  less  than  360.000 
persons  were  enrolled  in  structured  training  programs.  The  Administration  bill 
will  add  150.000  badly  needed  slots,  but  the  fact  remains  that  more  slots  are 
needed  and  compulsion  will  not  be  required  to  fill  those  available. 

Moreover,  we  must  keep  in  mind  that  many  of  the  persons  who  require  training 
may  not  be  subject  to  the  wTork-training  provision  of  the  Family  Assistance  Plan. 
They  may  be  poor  or  non-poor  persons  who  already  are  working  but  need  retrain- 
ing or  upgrading.  We  must  not  focus  exclusively  on  filling  slots  with  one  group 
of  persons  to  the  detriment  of  others.  Workers  at  nearly  all  levels  of  the  labor 
force  require  continual  upgrading  if  we  are  to  have  a  more  favorable  employment 
situation  in  the  long  run. 

Because  of  the  great  need  for  training  programs  and  our  limited  experience 
with  them.  I  strongly  urge  that  they  be  kept  as  flexible  as  possible.  And  this 
flexibility  may  be  inhibited  by  procedures  which  are  focused  on  insuring  par- 
ticipation in  training  programs  rather  than  on  the  evaluation  of  their  outcomes. 

5.  Reliance  on  market  incentives 

1  have  argued  that  the  Government  should  rely  on  market  incentives  to  moti- 
vate people.  These  incentives  normally  are  sufficiently  powerful  and  effective  to 
achieve  results.  Direct  Government  coercion  is  usually  heavy-handed  and  in- 
efficient. The  first  priority  should  be  to  make  training  and  employment  opportuni- 
ties available  and  attractive.  Moreover,  the  level  of  the  program  is  not  high  enough 
to  encourage  withdrawal  from  the  labor  force.  Quite  apart  from  whether  most 
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persons  want  to  better  their  financial  circumstances — which  I  personally  believe 
to  be  the  case — recipients  of  Family  Assistance  benefits  will  need  to  work  in 
order  to  get  by. 

In  studying  these  issues,  the  Commission  has  declined  to  impose  work  require- 
ments and  tests  of  employability.  Rather,  we  have  made  recommendations  with 
respect  to  upgrading,  expanding,  and  reorganizing  manpower  and  employment 
programs.  These  provisions,  the  Commission  reasoned,  could  act  as  stronger 
inducements  to  self-sufficiency  than  governmental  coercion. 

LOW  BENEFIT  LEVEL 

The  low  benefit  level  recommended  by  the  President — $1,600  for  a  family  of 
four  with  no  other  income — also  seems  to  be  the  result  of  limited  funds  and  an 
understandable  desire  to  build  a  new  program  cautiously.  As  I  have  stated,  I 
believe  that  the  first  priority  is  expanded  coverage  to  all  of  the  poor,  but  I  cer- 
tainly want  to  see  the  level  raised  as  rapidly  as  possible. 

A  low  level  plan  requires  more  concern  with  the  structure  of  supplementary 
State  Public  Assistance  programs  than  a  higher  level  plan.  At  the  higher  level 
of  cash  benefits  recommended  by  the  Commission — $2,400  for  a  family  of  four  with 
no  other  income — considerably  less  supplementation  is  needed,  the  Public  Assist- 
ance caseload  is  reduced  greatly,  and  the  differences  in  treatment  between  persons 
falling  into  State  Assistance  categories  and  those  not  in  assisted  categories  are 
narrowed  substantially.  And,  AFDC  programs  could  be  displaced  completely 
in  many  States. 

PROVISION   OF  FOOD  STAMPS 

In  my  view,  the  provision  of  an  integrated  Food  Stamp  program  with  cash 
aid  as  part  of  the  overall  Administration  proposal  is  undesirable.  Food 
Stamps  are  really  a  form  of  income  supplementation,  but  a  form  that  is  less 
efficient  than  direct  cash  payments.  The  traditional  and  best  rationale  for 
such  in-kind  programs  is  that  the  market  is  unable  to  meet  demand.  This 
rationale  is  likely  to  apply  to  Government  subsidy  or  direct  provision  of 
health  care  and  housing  supply,  but  does  not  apply  to  the  provision  of  food. 
Here  we  find  an  abundant  supply  limited  only  by  the  consumer's  ability  to  pay. 
Provision  of  income  supplementation  in  the  form  of  Food  Stamps  constrains 
recipients'  choice  in  allocating  their  limited  family  resources.  The  purchase  of 
Food  Stamps  restricts  the  family's  ability  to  adjust  their  budget  to  meet  other 
pressing  needs  and  emergencies.  We  have  heard  from  witnesses  at  Commission 
field  hearings  that  many  people  feel  demeaned  and  embarrassed  by  paying  for 
their  purchases  with  Stamps. 

An  expanded  Food  Stamp  program  of  the  magnitude  proposed  presents  serious 
administrative  problems,  even  if  other  undesirable  features  are  reformed.  Ar- 
rangements for  determining  eligibility  and  selling  stamps,  accounting  procedures 
for  commercial  groceries,  policing  mechanisms  to  insure  that  Stamps  are  used 
only  for  food — all  are  costly  and  complicated.  And  opportunities  for  black  mar- 
keting, counterfeiting,  and  the  like  are  presented.  These  are  not  as  abundant  in 
a  smaller  stamp  program,  but  could  be  considerable  in  a  greatly  expanded 
program. 

For  these  reasons  I  strongly  urge  that  the  cash  benefit  level  under  this  plan  be 
raised  to  at  least  the  equivalent  of  the  level  of  the  proposed  combination  of  Food 
Stamps  and  cash.  I  would  then  like  to  see  the  Food  Stamp  program  dropped. 
The  Commission  has  recommended  that  the  Food  Stamp  Program  be  phased  out 
when  the  level  of  our  recommended  program  is  reached.  The  savings  from  elimi- 
nation of  the  Food  Stamp  Program  could  be  used  to  broaden  the  coverage  and 
raise  the  level  of  the  Family  Assistance  Plan.  I  estimate  that  the  Administration's 
combined  Food  Stamp  and  cash  benefit  program  requires  expenditures  of  over 
$4  billion  in  1971. 

In  that  year  the  Commission  staff  estimates  that  a  program  similar  in  struc- 
ture to  the  Family  Assistance  Plan  but  covering  all  of  the  poor — not  just  families 
with  children — and  guaranteeing  $2,000  to  a  family  of  four  with  a  50  percent 
reduction  for  income  also  would  cost  about  $4  billion.  Thus,  I  believe  it  is  not 
only  desirable  to  eliminate  Food  Stamps,  expand  coverage,  and  raise  the  level, 
but  it  is  also  possible  to  do  so. 

MANDATORY  AFDC-UF 

There  are  several  other  specific  problems  with  the  Administration  bill  of  con- 
cern to  me.  One  pertains  to  the  requirement  that  States  provide  assistance  to 
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families  with  an  unemployed  father  in  the  home,  essentially  a  mandatory  AFDC- 
Unemployed  Father  program.  The  current  definition  of  unemployed  for  the  pur- 
poses of  this  program  generally  is  based  on  hours  worked.  Men  are  considered 
unemployed  if  they  work  less  than  30  hours,  only  slightly  below  the  35-hour  work 
week  that  is  increasingly  the  pattern  in  many  industries. 

If  this  definition  of  unemployment  were  carried  over,  mandatory  AFDC-UF 
would  exacerbate  the  potential  in  States  with  high  AFDC  standards  for  making 
the  total  income  from  part-time  work  coupled  with  AFDC-UF  supplementation 
greater  than  the  income  from  full-time  work.  This  would  reduce  the  incentive 
for  family  splitting  in  order  to  benefit  from  State  AFDC  programs,  but  serious 
inequities  would  result  from  the  exclusion  from  supplementation  of  full-time 
working  men  and  their  families.  It  would  become  profitable  for  men  to  reduce 
working  hours  in  order  to  receive  supplementation.  I  would  urge  that  the  eli- 
gibility requirements  for  unemployed  father  programs  be  refined  or  that  this 
provision  be  stricken  from  the  bill. 

In  studying  State  Public  Assistance  programs,  the  Commission  has  noted  the 
wide  variations  that  exist  and  the  lack  of  Federal  control  over  these  variations. 
Our  concern  is  that  the  Federal  program  displace  residual  State  programs  as 
rapidly  as  possible.  Therefore,  we  have  recommended  the  complete  withdrawal 
of  Federal  funds  from  existing  Public  Assistance  programs.  We  have  proposed  a 
new  program  of  Federal  matching  for  State  programs  which  provide  temporary 
emergency  assistance  up  to  the  level  of  the  basic  program  on  a  noncategorical 
basis. 

DAY  CARE  COSTS 

As  it  now  stands,  the  bill  has  no  ceiling  in  the  amount  that  can  be  paid  for  day 
care  for  working  welfare  recipients.  The  bill  authorizes  appropriations  by  HEW 
to  pay  up  to  90  percent  of  the  costs  of  locally-provided  day  care  for  persons  in 
the  Family  Assistance  Plan.  The  costs  of  day  care  paid  by  persons  receiving 
Family  Assistance  benefits  may  be  deducted  fully  from  income,  beyond  the  $720 
of  excluded  income.  Given  the  very  high  cost  of  day  care,  this  could  lead  to 
exorbitant  outlays. 

The  costs  of  full  day  care  in  present  Federal  projects  range  between  $1,500 
and  $2,000  per  child  per  year.  The  potential  earnings  of  most  women  who  would 
rceive  Family  Assistance  benefits  are  not  high.  A  woman  with  several  children 
would  have  to  earn  well  over  $5,000  for  society  to  receive  any  net  benefit.  Her 
total  benefits  will  far  exceed  her  earnings.  I  therefore  suggest  that  the  bill  be 
altered  to  provide  that  the  Federal  Government  allow  persons  receiving  As- 
sistance to  deduct  the  costs  of  day  care  only  up  to  some  maximum,  say  $100  per 
family  per  month.  Given  resource  constraints,  persons  whose  costs  of  employ- 
ment exceed  their  potential  earnings  should  not  be  forced  to  work. 

HARSH  RESOURCES  TEST 

The  proposed  $1,500  resource  test — other  than  for  an  owner  occupied  home — 
seems  too  harsh.  Such  a  provision  discourages  savings,  insurance,  and  the  like, 
and  requires  that  families  virtually  be  pauperized  before  they  are  eligible  for 
assistance.  This  seems  to  defeat  the  intent  of  the  program.  An  alternative  ap- 
proach adopted  by  the  Commission  imputes  income  to  assets  at  a  rate  of  return 
of  10  percent,  and  taxes  the  imputed  income  at  the  50  percent  rate. 

SUMMARY 

It  is  clear  to  me  that  the  financial  needs  of  millions  of  Americans  are  severe, 
and  that  a  program  is  needed  to  directly  increase  their  incomes.  The  problem 
of  poverty  has  many  facets,  and  a  large  role  remains  for  other  social  programs 
to  meet  the  related — but  not  strictly  financial — aspects  of  poverty.  It  is  unde- 
niable that  programs  for  family  planning,  education,  and  training,  among  oth- 
ers, should  be  expanded.  But  these  programs  cannot  be  substitutes  for  income. 
I  do  not  believe  that  income  maintenance  plans  should  be  or  easily  can  be 
designed  to  accomplish  all  social  objectives.  Supplementing  income  is  sufficient 
purpose  for  one  program ;  moreover,  meeting  this  goal  may  well  be  a  prerequi- 
site for  the  success  of  other,  related  social  programs.  It  has  been  my  observation 
that  many  of  our  opportunity  programs — starting  with  elementary  school  edu- 
cation— are  not  very  successful  for  the  poor.  It  is  unrealistic  to  expect  these 
programs  to  be  utilized  effectively  by  persons  whose  basic  incomes  are  inade- 
quate, uncertain,  and  unstable. 
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CONCLUSION 

While  my  statement  has  focused  on  what  I  consider  to  be  flaws  in  the  Ad- 
ministration proposal,  let  me  restate  my  belief  that  the  President  has  taken 
a  bold  new  step  towards  meeting  income  needs  in  recommending  the  Family 
Assistance  Program.  And  the  flaws  in  the  plan  proposed  by  President  Nixon 
are  considerably  less  serious  than  the  flaws  in  most  welfare  reform  proposals 
of  recent  years.  The  structure  of  the  Family  Assistance  Plan  presents  the 
opportunity  to  help  20  million  low-income  Americans,  approximately  one-half 
of  whom  are  not  receiving  assistance  now.  One-third  of  these  persons  live  in 
families  headed  by  full-time  workers.  I  strongly  concur  that  we  have  reached 
the  limits  of  welfare  reform,  and  that  we  need  such  a  new  structure.  I  hope 
the  Committee  will  adopt  the  Family  Assistance  Plan  with  modifications  to 
strengthen  it,  so  that  all  of  the  poor  are  covered  under  a  basic  program  of  cash 
grants  which  provides  them  with  a  minimum  income  and  which  builds  upon 
the  incentives  that  have  provided  much  of  our  unique  growth  as  individuals 
and  as  a  Nation. 


Statement  of  Health  Insurance  Association  of  America 

This  is  a  statement  on  behalf  of  the  Health  Insurance  Association  of  America, 
representing  a  membership  of  over  300  insurance  companies  which  write  ap- 
proximately 80%  of  the  health  insurance  written  by  insurance  companies  in 
the  United  States. 

We  appreciate  this  opportunity  to  state  our  views  with  respect  to  the  health 
care  and  disability  aspects  of  legislative  proposals  to  amend  the  Social  Secur- 
ity Act  which  are  pending  before  this  Committee.  Our  statement  will  discuss 
several  of  the  substantive  amendments  to  Title  XVIII,  the  Medicare  program. 
We  will  also  express  our  concern  over  certain  measures  designed  to  expand  the 
definition  of  disability  for  the  purpose  of  qualifying  for  benefits  under  Title  II, 
the  disability  insurance  program.  In  addition,  we  will  comment  on  the  com- 
munity health  planning  and  health  care  cost  aspects  of  the  proposed  "Health 
Cost  Effectiveness  Amendments  of  1969." 

It  is  our  position  that  every  person  needing  medical  care  should  have  access 
to  such  care,  regardless  of  his  ability  to  pay.  There  remain,  however,  certain 
fundamentals  which  are  essential  to  the  accomplishment  of  this  objective. 

We  cannot  over-emphasize  the  fact  that,  regardless  of  the  financing  means 
available  to  people  for  payment  for  their  health  care,  the  services  themselves 
are  frenquently  not  available.  Correction  of  this  situation  should  be  the  nation's 
first  order  of  business.  This  involves  both  manpower  and  facilities  for  care.  The 
shoratges  in  professional  manpower  are  generally  recognized.  The  need  for 
additional  paraprofessional  manpower  with  skills  to  relieve  the  overburdened 
professionals  is  equally  evident.  Licensure  laws  are  sorely  in  need  of  revision 
to  bring  about  greater  uniformity  and  recognition  of  transitional  developments 
in  the  health  care  field. 

Our  present  health  care  system  concentrates  on  costly  inpatient  hospital  care. 
We  need  greater  emphasis  on  more  efficient  and  lower  cost  ambulatory  care. 
The  establishment  of  community  ambulatory  care  centers  which  would  be 
available  to  the  practicing  physician  (it  is  estimated  that  perhaps  20%  to  25% 
of  the  surgery  now  performed  on  an  inpatient  basis  could  be  done  in  such  a 
properly  equipped  center),  the  expansion  of  existing  group  practices,  and  the 
reorganization  of  hospital  outpatient  departments  are  examples  of  possible 
approaches.  Convalescent  facilities  and  organized  home  health  services  are  also 
necessary  to  provide  alternatives  which  are  not  only  less  expensive  but  more 
closely  related  to  the  needs  of  the  patient. 

Beyond  this,  the  availability  and  accessibility  of  health  care  services  are 
marked  by  uneven  distribution  throughout  the  nation.  Rural  areas  frequently 
are  without  readily  available  services  and,  even  within  our  larger  communities, 
availability  can  be  a  problem  in  the  poorer  sections  of  our  inner  ctites.  With 
respect  to  services  for  the  mentally  ill  and  the  mentally  retarded,  these  short- 
ages and  inaccessabilities  multiply  geometrically. 

Considerable  assistance  to  those  seeking  education  and  training  has  devel- 
oped in  both  the  private  and  public  sector  in  recent  years.  With  respect  to 
capital  funding,  the  Hill-Burton  program  and  its  extensions  have  played  a 
valuable  role  and  insurance  companies  are  increasingly  making  funds  available 
for  such  purposes. 
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Attention  must  also  be  paid  to  the  fact  that  what  is  referred  to  as  a  two 
class  system  of  health  care  persists  in  our  nation :  one  for  the  poor  and  those 
with  quite  low  incomes ;  the  other  for  the  remaining  majority  of  the  population. 
While  this  may  be  an  over-generalization,  for  graphic  purposes  it  serves  to 
point  to  a  matter  which  calls  for  further  review. 

It  is  clear  that  the  present  situation  is  an  indicaion  of  both  the  inade- 
quacies of  the  health  care  system  and  lack  of  funds  among  certain  segments 
of  the  population.  To  attempt  to  solve  either  of  these  problems  without  giving 
attention  to  the  other  will  simply  exacerbate  the  present  situation,  rather  than 
build  a  humane  system  of  care  for  all. 

An  adequate  system  of  financing  which  will  enable  all  persons  to  enter  the 
mainstream  of  health  care  on  an  equal  basis  and  with  a  reasonable  level  of 
quality  assured  is  fundamental.  For  those  who  lack  sufficient  means,  the  use  of 
public  funds  will  remain  a  necessity.  We  firmly  believe,  however,  that  reliance 
should  rest  to  as  great  an  extent  as  possible  upon  the  pluralistic  system  of  private 
health  insurance.  This  is  necessary  in  order  to  conserve  the  use  of  public  funds, 
to  gain  the  many  advantages  that  result  from  the  freedom  of  choice  and  the  open 
competition  that  exist  in  today's  economic  system  and  to  keep  decisions  regarding 
the  allocation  of  health  resources  closest  to  the  consumer.  While  it  is  not  a 
perfect  mechanism,  nor  universal  in  its  accomplishment,  private  health  insurance 
is  a  dynamic  and  viable  system  which  has  given  clear  evidence  of  its  flexibility 
and  responsiveness  to  developments  in  medical  techniques,  evolving  concepts  of 
health  care  delivery,  and  consumer  desires. 

The  continued  concern  of  the  health  insurance  business  for  the  need  to  improve 
the  delivery  of  health  care  and  its  financing  is  reflected  in  the  recommendations 
recently  adopted  by  the  Board  of  Directors  of  the  Health  Insurance  Association 
of  America  after  several  years  of  careful  deliberation  by  appropriate  committees 
of  the  Association.  These  recommendations,  designed  to  actively  and  positively 
relate  private  health  insurance  to  evolving  health  care  delivery  systems,  are 
attached  as  an  appendix  to  this  statement. 

With  these  efforts  in  mind  and  with  regard  to  our  philosophy  of  the  roles  of 
private  health  insurance  and  government  in  the  health  care  field,  we  now  turn 
to  a  discussion  of  a  few  of  the  legislative  proposals  before  your  Committee. 

Out-of -hospital  prescribed  drugs  under  title  XVIII 

Various  proposals  have  been  introduced  which  would  add  out-of-hospital  pre- 
scribed drugs  to  the  Medicare  program.  These  are  all  based  on  the  fact  that  many 
Medicare  beneficiaries  can  experience  hardship  in  paying  for  out-of-hospital  pre- 
scribed drugs  in  instances  where  their  use  is  frequent  and  therefore  costly. 

We  concur  generally,  assuming  a  program  which  is  soundly  conceived,  ade- 
quately financed,  and  administratively  feasible  is  adopted. 

The  costs  of  adding  prescribed  drugs  to  the  Medicare  program  can  be  con- 
siderable. This  is  due  in  large  part  to  heavy  administration  expense.  Some  form 
of  patient  cost-sharing  is  needed.  This  could  be  secured  through  the  use  of  a 
deductible,  or  by  a  flat  charge  per  prescription.  If  a  deductible  were  to  be  used, 
we  would  recommend  that  drugs,  on  a  reasonable  charge  basis,  be  added  as  a 
covered  charge  under  Part  B  and  be  subject,  together  with  the  present  Part  B 
covered  charges,  to  a  single  $50  calendar  year  deductible  and  to  the  20  percent 
coinsurance  requirement.  Regardless  of  the  method  chosen,  or  the  financing 
mechanism,  we  would  strongly  urge  that  administration  of  any  drug  benefits  be 
placed  with  the  Part  B  carriers  since  they  are  experienced  in  administering  all 
out-of-hospital  benefits  and  in  serving  the  beneficiary  rather  than  the  provider 
of  care. 

Combining  parts  A  and  B  of  title  XVIII 

Another  proposal  advanced  is  that  the  benefits  of  Part  B  of  Title  XVIII  should 
be  provided  under  Part  A.  The  result  would  be  to  eliminate  the  voluntary  and 
contributory  nature  of  the  present  Part  B  program  and  to  produce  a  sharp  in- 
crease in  the  present  level  of  the  payroll  tax. 

The  effect  of  this  proposal  upon  the  payroll  tax  is  a  matter  which  warrants 
serious  consideration.  Rising  health  care  costs  are  presenting  serious  problems  for 
the  present  financial  structure  of  Medicare  and  this  proposal  would  aggravate 
those  pressures. 

It  is  our  opinion  that  such  proposals  should  therefore  be  rejected. 
Increased  use  of  general  revenue  financing  for  title  XVIII 

It  has  been  proposed  that  the  Title  XVIII  program  be  financed  one-third  by 
employer  payroll  tax,  one-third  by  employee  payroll  tax,  and  one-third  from 
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Federal  general  revenues.  In  the  main,  proposals  for  general  revenue  financing 
are  made  by  those  who  would  expand  the  Medicare  program  while  at  the  same 
time  reducing  pressures  for  marked  increases  in  the  payroll  tax.  The  introduction 
of  general  revenue  financing  would  obscure,  but  not  avoid,  future  necessary 
increases  in  the  taxes  to  support  the  program. 

The  payroll  tax  concept  has  distinct  advantages.  It  is  capable  of  easy  classifica- 
tion. It  provides  for  actuarial  soundness  and  fiscal  responsibility,  thereby  pre- 
serving the  insurance  concept  of  the  program  and  providing  a  reasonable  guaran- 
tee to  the  worker  who  has  contributed  a  portion  of  his  earnings  throughout  his 
working  years  that  the  benefits  under  the  program  will  be  available  when  he 
becomes  entitled  to  them.  It  relieves  already  overburdened  general  revenues  on 
which  increasing  demands  are  being  made.  It  provides  reasonable  assurance  of 
public  accountability  and  clear  visibility.  Financing  a  program  of  health  benefits 
primarily  through  readily  identifiable  payroll  taxes  or  monthly  premiums  is 
particularly  salutary  at  a  time  when  the  price  of  medical  care  threatens  to 
continue  to  rise.  The  direct  reflection  of  higher  prices  in  earmarked  taxes  and 
premiums  serves  to  focus  public  attention  and  generate  positive  action  to  curb 
rising  prices  in  a  way  that  would  be  dulled,  to  the  extent  that  funds  were  drawn 
from  general  revenues.  Most  important,  it  avoids  making  of  the  program  a  wel- 
fare mechanism  rather  than  the  self-sustaining  program  originally  intended 
under  which  the  beneficiary  has  clear  entitlement  as  a  right. 

For  these  reasons,  we  are  opposed  to  the  further  introduction  of  general  reve- 
nue financing  in  the  Social  Security  system  beyond  its  present  use  in  Title 
XVIII. 

Extension  of  title  XVIII  to  the  disabled 

It  is  also  proposed  that  the  Medicare  program  be  extended  to  include  all  social 
security  and  railroad  retirement  disability  insurance  beneficiaries  under  age  65. 

The  benefits  which  evolved  under  Medicare  were  oriented  toward  acute  hos- 
pitalization and  related  services  of  those  over  age  65.  Medicare  does  not  provide 
for  long-term  or  custodial  type  care.  These  disability  beneficiaries,  on  the  other' 
hand,  are  already  disabled  and  are  presumed  to  be  soon  a  long-term  basis.  They 
have  already  been  disabled  for  six  months.  During  this  period  much  of  their 
health  care  needs,  particularly  acute  hospitalization,  surgery,  and  related  serv- 
ices, would  already  have  been  provided.  In  most  cases,  private  health  insurance 
tvould  have  absorbed  the  majority  of  these  costs.  Data  gathered  by  the  Social 
Security  Administration  indicate  that  a  sizable  proportion  of  the  disability  in 
insurance  beneficiaries  are  disabled  as  a  result  of  diseases  of  the  circulatory 
system  or  mental,  psychoneurotic,  and  personality  disorders.  A  recent  SSA  report 
states  that :  "Close  to  two-thirds  of  the  disability  beneficiaries  had  severe  losses 
in  physical  capacities  or  were  functionally  dependent."  In  addition,  several  thou- 
sand of  the  children  who  receive  childhood  disability  allowances  under  this  pro- 
gram suffer  from  diagnosed  mental  deficiency  which  requires  principally  educa- 
tional and  vocational  training,  and  at  times  custodial  services.  The  benefits  of 
the  Medicare  program  were  not  designed  for  such  situations. 

Another  matter  of  importance  is  the  cost  of  such  an  extension  of  Medicare  bene- 
fits and  how  this  would  be  financed.  Estimates  of  such  costs  can  only  be  projected 
with  respect  to  any  specific  proposal.  In  any  instance,  however,  the  costs  of  provid- 
ing Medicare  benefits  to  over  one  and  a  half  million  additional  beneficiaries  would 
have  to  be  added  to  the  present  Medicare  financing.  The  costs  of  present  benefits 
alone  have  been  rising  rapidly  and  are  a  cause  for  concern.  As  an  example,  the 
Administration  has  already  indicated  the  requirement  for  updating  the  tax  rate 
schedule  for  present  Part  A  benefits  with  the  ultimate  scheduled  tax  of  0.9  per- 
cent now  to  take  effect  in  1971  rather  than  1987.  To  extend  the  benefits  to  the 
disabled  could  only  result  in  a  further  increase  in  costs  to  the  program  with  no 
additional  source  of  financing  provided,  unless  recourse  were  had  to  general  rev- 
enue financing.  This,  as  has  been  stated  previously,  could  undermine  the  present 
sound  self-supporting  policy  by  introducing  into  the  Medicare  program  a  welfare 
concept. 

The  recent  report  of  the  Advisory  Council  on  Health  Insurance  for  the  Dis- 
abled found  no  definitive  data  on  the  extent  to  which  the  medical  needs  of  the 
disabled  were  currently  unmet.  The  Council  also  found  essentially  no  data  on 
how  the  disabled  are  currently  financing  the  substantial  medical  care  the  data 
show  they  do  receive.  It  was  noted,  however,  that  private  health  insurance 
plays  a  significant  role  in  the  early  months  of  disability  for  most  of  the  disabled, 
and,  for  some,  continues  to  play  an  important  role  even  after  disability  has  lasted 
several  years. 
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Since  the  social  security  disability  insurance  program  is  predominantly  an 
employment-centered  program  it  is  reasonable  to  expect  that  at  the  onset  of 
disability  the  vast  majority  of  eventual  beneficiaries  would  have  private  health 
insurance  protection  for  their  health  care  costs.  Our  estimates  indicate,  for 
example,  that  89  percent  of  the  population  under  age  65  have  private  health 
insurance  coverage.  This  would  be  used  to  defray  the  initial  cost  of  care, 
particularly  such  costly  forms  of  care  as  hospitalization  and  surgery.  Under 
group  insurance  policies,  benefits  during  disablement  are  available  under  the 
group  plan  itself  or  under  a  conversion  policy.  Under  many  group  insurance 
contracts,  medical  expense  benefits  are  continued  as  long  as  the  disability  lasts 
or  until  the  individual  becomes  eligible  for  Medicare,  whichever  occurs  first.  In- 
dividual policies  can  usually  be  continued  after  the  onset  of  disability.  Today 
the  majority  of  group  plans  sold  include  major  medical  expense  insurance  with 
sizable  maximum  amounts.  Therefore,  many  of  the  disabled  have  a  considerable 
degree  of  private  health  insurance  protection.  Extension  of  the  Medicare  benefits 
could  only  result  in  duplication  of  these  coverages.  We  do  not  assert  that  in 
every  instance  private  insurance  plans  go  as  far  as  as  might  be  desirable  or 
necessary  in  their  effectiveness,  but  the  basic  mechanism  exists  and  continuing 
progress  is  being  made  in  the  direction  of  increasing  effectiveness. 

It  is  also  to  be  noted  that  the  majority  report  of  the  Advisory  Council  would 
provide  three  to  five  months'  temporary  insurance  coverage  each  year  to  at 
least  600,000  persons  whose  disabilities  would  last  long  enough  to  qualify  for 
the  Medicare  benefits  but  not  long  enough  to  qualify  for  the  social  security 
cash  disability  benefits  and  for  whom  there  is  no  evidence  of  a  significant 
unmet  need.  This  modification  of  the  general  concept  would  not  only  further 
increase  the  costs  of  such  an  extension  of  Medicare  benefits  but  would  create 
difficult  administrative  problems  some  of  which  the  Advisory  Council  recognized 
but  did  not  resolve.  Principal  of  these  is  the  fact  that  the  Medicare  benefits  at 
present  are  of  a  permanent  nature:  that  is,  once  becoming  eligible  at  age  65, 
the  individual  has  entitlement  to  such  benefits  for  the  remainder  of  life  and 
need  only  plan  for  supplemental  financing  to  the  extent  he  considers  the  Medi- 
care benefits  inadequate.  However,  when  such  benefits  are  made  available  to 
those  who  are  clearly  temporarily  disabled  with  expectation  of  returning  to 
an  active  work-force  status,  the  permanency  of  the  Medicare  entitlement  ceases 
to  exist.  Termination  of  disability  would  result  in  termination  of  Medicare 
-entitlement.  Meanwhile,  the  disabled  person  may  have  terminated  his  private 
insurance  protection,  and  in  some  cases  might  be  left  with  no  health  care  pro- 
tection at  all,  since,  in  the  interim,  it  would  be  uneconomic  for  the  private  insur- 
ance coverages  to  duplicate  the  Medicare  benefits.  Such  situations  could  only 
Jesuit  in  public  dissatisfaction. 

It  is  for  the  foregoing  reasons  that  we  are  opposed  to  the  extension  of 
Medicare  benefits  to  disability  insurance  beneficiaries.  While  there  is  no  doubt 
that  there  are  disabled  individuals  who  need  some  form  of  government  assist- 
ance to  enable  them  to  meet  their  health  care  expenses  (as  is  presently  the 
case  under  the  Medicaid  program),  the  extension  of  Medicare  benefits  to  all 
disability  insurance  beneficiaries  does  not  appear  to  most  economic  or  desirable 
way  of  providing  such  assistance. 

Proposed  amendment  to  title  II  (definition  of  disability) 

There  are  a  number  of  proposals  before  this  Committee  to  amend  section  223  of 
the  Social  Security  Act  to  expand  the  definition  of  disability  for  the  purpose  of 
eligibility  to  receive  cash  disability  benefits.  In  general,  these  proposals  would 
permit  payment  of  disability  benefits  after  the  fourth  month  of  disability  (by  sub- 
stituting a  three  month  waiting  period  for  the  present  six  month  waiting 
period)  and  also  repeal  the  current  requirement  that  the  disability  must  be 
expected  to  last  twelve  months  or  end  in  death.  The  effect  of  such  proposals  is 
to  change  the  present  concept  of  the  disability  program  from  one  of  early  retire- 
ment for  reasons  of  permanent  and  total  disability  to  that  of  a  temporary 
disability  program. 

Protection  against  loss  of  income  because  of  disability  is  the  oldest  type 
of  coverage  in  the  health  insurance  field.  At  the  end  of  1968,  56  million  wage 
earners  had  short-term  protection  against  such  loss  of  income  through  insurance 
company  plans  or  other  formal  arrangements.  Of  these,  41  million  were  protected 
by  insurance  companies  (the  proportion  of  the  labor  force  with  private  health 
insurance  protection  has  grown  significantly  in  recent  years),  and  the  remainder 
by  formal  arrangements  including  sick  leave  plans  of  federal,  state,  and  local 
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governments,  as  well  as  private  industry,  unions,  and  plans  of  employee  mutual 
benefit  associations.  Five  states  (California,  Hawaii,  New  Jersey,  New  York, 
and  Rhode  Island)  and  Puerto  Rico  have  enacted  laws  placing  compulsory 
responsibilities  upon  specific  categories  of  employers  for  certain  economic  losses 
to  employees  (and  to  a  certain  extent,  the  temporarily  unemployed)  resulting 
from  nonoccupational  temporary  disability.  In  all  cases,  benefits  continue  for 
six  months  of  disabiity. 

Any  entry  of  the  federal  government  into  the  temporary  disability  field  through 
the  liberalization  of  the  disability  definition  would  overlap  these  state  programs 
as  well  as  the  many  forms  of  insurance  company  coverages  which  presently 
protect  the  majority  of  the  work  force. 

Insurance  companies  have  gained  considerable  experience  in  this  field  and 
today  coverages  are  readily  available  which,  by  any  reasonable  standard,  are 
adequate  protection  against  the  hazard  covered  by  insurance.  These  coverages 
may  be  purchased  for  groups  of  employees,  associations  of  small  employers,  or 
for  individuals  not  related  to  groups  of  people  or  desiring  to  supplement  group 
insurance  coverages.  Protection  can  extend  from  a  few  days  after  the  onset  of 
disability  to  date  of  retirement.  The  benefit  amounts  can  approximate  the  net 
income  lost  by  most  workers,  after  allowance  is  made  for  income  taxes,  reduced 
living  expenses,  the  provision  of  an  incentive  to  return  to  the  work  force  or  re- 
habilitation, and  state  or  federal  compulsory  insurance  benefits. 

For  these  reasons,  we  are  opposed  to  any  reduction  in  the  current  definition  of 
disability  to  encompass  the  temporary  disability. 

Proposed  health  cost  effectiveness  amendments  of  1969 

The  Secretary  of  Health,  Education,  and  Welfare,  Robert  Finch,  has  proposed 
the  "Health  Cost  Effectiveness  Amendments  of  1969."  We  concur  with  the  overall 
purpose  of  this  proposal. 

Comprehensive  health  planning  must  be  strengthened  if  the  nation  is  to  use 
its  resources  in  the  most  economical  manner.  Needs  and  priorities  are  not  uniform 
in  all  communities,  thus  planning  must  be  implemented  and  conducted  at  the 
local  level  while  supported  and  coordinated  at  the  state  and  national  levels.  The 
effectiveness  of  utilization  review  committees  must  also  be  strengthened.  It  is 
equally  important  that  peer  review  of  professional  fees  be  made  part  of  the  over- 
all program. 

The  proposal  would  tie  capital  expenditures  under  federal  reimbusement  for 
institutional  services  to  the  review  of  the  planning  agencies  established  under  the 
"Partnership  for  Health"  Act  (P.L.  89-749).  This  would  materially  strengthen 
the  potential  of  the  planning  process  to  influence  constructively  public  accessi- 
bility to  quality  care  at  reasonable  cost.  Public  Law  89-749  offers  a  new  and  wel- 
come advance  in  government-private  industry  relations.  It  puts  responsibility 
and  decision  making,  backed  up  with  resources,  where  it  properly  belongs — with 
the  states  and  in  the  communities.  Our  Association  endorsed  this  concept  and  is 
committed  to  support,  with  manpower  and  administrative  technical  skills,  the 
planning  process  in  all  fifty  states. 

The  Administration's  proposal  would  also  require  that  providers  of  institu- 
tional services  make  available  for  public  inspection  and  review  a  three-year 
operating  budget.  This  presumably  would  result  in  the  disclosure  of  financial 
data  which  would  permit  a  more  realistic  evaluation  of  the  reasonableness  of  the 
institutions'  charges.  While  this  is  a  commendable  effort,  it  does  not  go  far  enough 
in  meeting  the  needed  climate  for  implementing  cost  controls  for  institutional 
services  in  a  manner  which  would  assure  the  institution  adequate  financing  to 
continue  to  provide  high  quality  care  and,  at  the  same  time,  offer  the  public  as- 
surance of  efficient  operation  with  equity  between  all  purchasers  of  service. 

Basically,  the  alternatives  in  all  hospital  reimbursement  systems  offer  a  choice 
between  paying  for  services  on  a  cost  basis  or  using  the  pricing  structure  of  the 
hospital  (i.e.,  charges).  Many  variations  of  these  two  basic  choices  exist.  How- 
ever, only  one  concept  has  effectively  incorporated  those  principles  which  are  in 
the  public  interest ;  namely,  adequacy,  quality  care,  price  equality,  and  efficiency. 
This  concept  has  been  identified  as  the  controlled  charges  method  of  hospital 
reimbursement  and  has  been  in  operation  in  the  State  of  Indiana  as  an  equitable 
and  effective  method  of  hospital  cost  control  for  ten  years.  The  controlled  charges 
system  includes : 

(a)  Preservation  of  the  authority  of  each  hospital  to  make  decision  about 
its  own  rate  structure,  subject  to  a  review  process  before  effecting  a  change. 

(b)  Consumer  involvement  in  the  rate  review  process,  with  decision 
influenced  by  persons  familiar  with  the  practicalities  of  hospital 
administration. 
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(c)  Provision  of  an  incentive  for  efficiency  by  permitting  the  hospital  to 
retain  a  portion  of  the  savings  resulting  from  the  reduced  costs  which,  under 
a  cost  reimbursement  basis,  would  not  be  available. 

(d)  A  hospital  price  structure  which  is  equitable  to  all  purchasers  of 
service.  This  principle  of  equity  is  the  key  to  maintenance  of  the  pluralistic 
system  of  financing  and  assures  that  all  the  parties — the  patient  who  pays  his 
own  bill,  the  third  party  agent  who  pays  patients'  bill,  and  the  hospital 
which  provides  the  services — are  treated  fairly. 

(e)  Emphasis  on  administrative  judgment  to  achieve  stability  and  pre- 
dictability in  hospital  operation.  Errors  of  administrative  judgment  that 
result  in  deficits  cannot  be  overcome  by  merely  waiting  for  the  next  round  of 
cost  calculations  and  automatic  adjustment,  but  must  be  made  known  to  the 
Hospital  Board  of  Trustees  if  the  deficit  is  to  be  met  by  a  rate  adjustment 

(f )  Greater  freedom  to  innovate  and  improve  services  with  new  kinds  of 
personnel,  buildings  and  forms  of  organization  consistent  with  community 
needs.  When  today's  reimbusement  is  based  on  yesterday's  costs  the  financial 
limitations  may  limit  innovation.  In  this  day  of  rapid  major  advances  in 
medical  knowledge,  this  prevents  the  early  introduction  of  new  knowledge 
into  routine  hospital  practice. 

We  recommend  that  careful  consideration  be  given  to  the  controlled  charges 
method  of  federal  reimbursement  for  institutional  services  under  government 
programs. 

We  believe  the  federal  government  is  in  a  unique  position  to  assume  leadership 
in  its  reimbursement  arrangements  with  various  health  care  providers  by  estab- 
lishing principles  which  are  not  aimed  at  dramatic  shortrange  cost  reductions, 
but  are  rather  intended  to  strengthen  the  total  health  care  delivery  system. 

Health  Care  Delivery  in  the  1970's 

eecommendations  adopted  by  the  board  of  directors  of  the  health  insurance 

association  of  america 

General  recommendation 

That  the  Board  of  Directors  of  the  Association  adopt  as  policy  a  recommenda- 
tion to  member  companies  that  they  remain  informed  of  evolving  developments 
in  health  care  delivery  and  that  they  become  involved  in  such  developments  and 
exert  their  influence  to  bring  about  soundly  conceived  changes  in  the  present  sys- 
tems; and  further,  that  they  formulate  programs  for,  and  exert  leadership  to 
bring  about,  a  pluralistic  system  of  health  economies  in  the  United  States  which 
will  assure  to  all  citizens  access  to  needed  health  services  regardless  of  the  per- 
sonal means  for  payment,  making  maximum  use  of  private  health  insurance  but 
recognizing  that  some  use  of  government  funds  is  necessary  for  persons  of  lim- 
ited or  no  income  ;  and  in  furtherance  of  such  policy,  that  the  Association  through 
its  appropriate  committees  and  bulletin  service,  provide  all  possible  background, 
assistance  and  guidance. 

Specific  recommendations 

1.  That  in  order  to  encourage  the  development  and  evolution  in  health  care 
delivery,  insurers  should  intensify  the  review  of  their  programs  and  make  any 
necessary  adjustments  to  the  end  that  benefits  shall  be  adequate  in  relation  to  the 
need  for  protection  and  comprehensive  as  respects  health  care  services,  that  they 
shall  not  be  such  as  to  impede  developments  in  health  care  organization  or  deliv- 
ery, and  should  encourage  the  use  of  the  least  costly  appropriate  service. 

2.  That  the  Association,  through  its  appropriate  committees  and  the  addition 
of  adequate  staff,  develop  a  program  for  the  establishment  of  consumer  relations 
(including  employer,  labor,  farm,  rural,  and  consumer  organizations)  to  the  end 
that  informational  contact  be  developed  on  a  continuing  basis,  the  purpose  of 
which  shall  be  to  educate  such  organizations  to  the  need  for  purchasing  sound 
in  surance  benefits. 

3.  That  the  Association,  through  its  appropriate  committees,  and  insurance 
companies  both  individually  and  through  the  community  health  planning  effort, 
assume  a  more  active  role  which  will  assist  in  improving  the  distribution  and 
availability  of  health  services  and  facilities,  particularly  in  the  "inner  city"  and 
in  rural  areas,  with  emphasis  on  the  less  costly  forms  of  care;  and  with  full 
recognition  that  this  is  a  continuous  process  which  calls  for  additional  contribu- 
tion of  both  financial  support  and  manpower,  the  making  available  of  "seed" 
money,  and  the  encouragement  of  group  policyholders  to  become  interested  in 
such  matters. 
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4.  That  insurance  company  investment  departments  give  increasing  attention 
(1)  to  capital  funding  investments,  with  the  prospect  of  the  going  rate  of  return, 
in  health  care  facilities  (including  community  ambulatory  care  centers,  nursing 
homes,  and  rehabilitation  centers)  in  order  to  help  relieve  the  present  shortage 
of  capital  funds  for  the  development  of  such  facilities,  and  (2)  to  consult  with 
appropriate  community  health  planning  agencies  when  making  investments. 

5.  That  insurance  companies  continue  to  remain  abreast  of  developments  in  the 
prepaid  group  practice  field  and  be  prepared  to  conduct  experiments,  the  purpose 
of  which  would  be  to  determine  the  proper  relationship  of  insurance  companies 
to  this  concept. 

6.  That  in  an  effort  to  improve  coordination  in  health  care  delivery  systems, 
insurance  companies  actively  encourage  the  maintenance  and  coordination  of 
medical  records  and  the  professional  availability  of  such  records ;  and  that  insur- 
ance companies  seek  to  bring  about  changes  in  the  establishment  of  hospital 
privileges  so  that,  without  adversely  affecting  the  quality  of  care,  such  privileges 
are  available  to  all  physicians  in  a  community,  with  each  hospital  delineating  the 
extent  of  such  privileges  in  relation  to  the  competence  of  the  physician. 

7.  That,  because  there  are  several  types  of  laws  among  the  states  which  retard 
or  even  restrict  needed  developments  in  present  health  care  systems,  the  Associa- 
tion assume  the  initiative  by  calling  a  meeting  of  lay  leaders  and  professionals 
to  identify  such  restrictive  statutes  and  plan  a  course  of  action  to  bring  about 
needed  change;  and  that  the  Association  actively  support  soundly  conceived 
efforts  to  improve  present  laws. 

8.  That  community  health  planning  and  other  agencies  through  which  insur- 
ance representatives  have  contact  with  hospitals  actively  encourage  hospitals  to 
adopt  to  the  maximum  extent  practicable  such  cost  saving  techniques  as :  the 
acceptance  of  competent  diagnostic  work-ups  made  out  of  the  hospital  just  prior 
to  admittance  in  lieu  of  repeating  such  work-ups ;  the  establishment  and  use  of 
adequate  facilities  for  performing  certain  "inpatient"  surgery  on  an  outpatient 
basis ;  the  operation  of  all  facilities  on  a  seven-day  week  basis ;  the  sharing  of 
costly  equipment ;  and  the  use  of  central  mass  purchasing. 

9.  That  insurers,  through  the  Association  and  member  companies  individually, 
actively  encourage  the  development  by  providers  of  care  of  norms  or  averages 
for  the  pricing  of  health  services  which  can  be  used  as  guides  by  both  the  public 
and  health  insurers,  and  thereafter  promote  public  and  professional  knowledge 
and  reference  to  such  norms;  and  that  insurers  furthermore  continue  to  study 
the  feasibility  of  financial  incentives,  the  purpose  of  which  would  be  to  improve 
the  efficiency  and  quality  of  health  services. 

10.  That  greater  effort  be  exerted  and  support  given  to  the  Health  Insurance 
Council  in  the  development  of  a  practical  and  workable  system  of  peer  review, 
including  review  of  both  professional  fees  and  utilization ;  and  that  where  such 
review  functions  well,  insurance  companies  make  maximum  use  of  such  facilities. 

11.  That  the  Association  and  member  companies  take  necessary  steps  to  assist 
in  the  prevention  of  diseases  and  accidents,  including  the  education  of  the  insured 
consumer  in  sound  health  habits  and  the  establishment  of  policy  in  advocacy  of 
sound  legislative  proposals,  the  purpose  of  which  is  to  prevent  diseases  and 
accidents. 

12.  That  the  Association  and  member  companies  individually  more  actively 
endeavor  to  establish  contact  with  many  persons  who  are  active  and  influential  in 
the  field  of  medical  economics,  whose  opinions  are  frequently  sought,  and  who 
serve  in  advisory  capacities  to  government,  to  the  end  that  such  persons  shall  be 
adequately  informed  with  respect  to  the  accomplishments  of  insurance  companies, 
their  concepts,  their  deliberations,  and  their  goals. 


Statement  of  the  Medicabe  Administration  Committee  of  the  Health 
Insurance  Association  of  America 

This  is  a  statement  of  recommendation  for  improving  the  administration  of 
Title  XVIII  of  the  Social  Security  Act  presented  on  behalf  of  the  Medicare 
Administration  Committee  of  the  Health  Insurance  Association  of  America.  This 
Committee  is  composed  of  representatives  of  the  following  insurance  companies : 
Aetna  Life  &  Casualty,  Mutual  of  Omaha  Insurance  Company,  Nationwide  Mutual 
Insurance  Company,  The  Prudential  Insurance  Company  of  America,  The 
Travelers  Insurance  Company,  Connecticut  General  Life  Insurance  Company, 
Continental  Casualty  Company,  Equitable  Life  Assurance  Society  of  the  United 
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States,  General  American  Life  Insurance  Company,  John  Hancock  Mutual  Life 
Insurance  Company,  Metropolitan  Life  Insurance  Company,  Occidental  Life 
Insurance  Company  of  California,  Pan-American  Life  Insurance  Company,  Union 
Mutual  Life  Insurance  Company.  Collectively,  these  fourteen  carriers  administer 
Part  B  (Supplementary  Medical  Insurance)  benefits  for  approximately  eight 
million  beneficiaries  including  all  Railroad  Retirement  beneficiaries,  who  are 
served  by  The  Travelers  Insurance  Company.  The  first  five  companies  named  also 
serve  as  fiscal  intermediaries  for  hospitals,  home  health  agencies,  and  extended 
care  facilities  under  Part  A  (Hospital  Insurance  Benefits). 

We  believe  that  Medicare  has  been  of  inestimable  value  to  its  elderly  bene- 
ficiaries and  we  have  been  pleased  and  proud  to  play  an  important  role  in  its 
administration.  As  carriers  and  intermediaries,  we  have  enjoyed  a  fine  working 
relationship  with  the  Bureau  of  Health  Insurance  of  the  Social  Security  Ad- 
ministration. In  our  opinion  this  team  effort  of  government  and  private  insurance 
has  served  the  beneficiaries  and  providers  well,  to  the  benefit  of  the  government 
and  all  citizens. 

It  seems  natural,  however,  in  a  program  as  broad  and  complex  as  Medicare  that 
administration  of  the  law  has  revealed  certain  provisions  that  could  be  improved 
to  the  benefit  of  the  beneficiaries  and  to  contribute  to  more  effective  and  efficient 
administration.  In  this  context  we  offer  the  following  recommendations. 

Maintenance  of  eligibility  and  deductible  file 

Each  Part  B  carrier  should  maintain  the  eligibility  and  deductible  file  for 
each  individual  residing  in  the  geographical  area  subject  to  that  carrier's 
administration. 

This  procedure  was  urged  by  insurance  company  carriers  in  the  formative 
period  of  the  administration  of  the  law.  It  is  firmly  believed  that  such  a  pro- 
vision adopted  now  would  simplify  administration,  eliminate  the  query  system 
with  Baltimore  each  time  a  claim  is  presented,  eliminate  duplicate  records  in 
the  carrier's  office,  speed  up  the  processing  time  in  settling  claims,  eliminate 
the  need  for  the  carrier  to  go  to  the  Social  Security  district  office  for  informa- 
tion, reduce  personnel  in  both  the  district  offices  and  Baltimore,  and  provide 
a  less  confusing  procedure  for  the  beneficiary,  who,  under  such  a  system,  would 
identify  himself  with  a  single  carrier. 

Two  objectives  which  all  are  interested  in  obtaining  are  to  speed  up  service 
to  the  beneficiary  in  paying  claims  and  to  reduce  the  administrative  cost  of 
the  program.  Allowing  carriers  to  maintain  their  own  records  as  indicated 
above  would  be  a  great  step  towards  these  two  goals. 

Some  have  indicated  that  they  fear  the  carriers  would  use  the  information  ob- 
tained under  this  procedure  for  the  purpose  of  soliciting  sales  of  private  insurance, 
etc.  Such  would  be  most  impractical,  specifically  because  of  the  age  group  involved 
and  also  because  the  same  information  might  be  Obtained  in  other  ways  if  it 
were  thought  to  be  desirable.  Thus,  there  is  little  or  no  obvious  objection  to 
the  adoption  of  this  proposal  in  the  interest  of  economy  and  efficiency;  how- 
ever, it  appears  that  in  order  to  achieve  the  desired  arrangement,  legislation 
is  required. 

Elimination  of  deductible  Carryover  provision 
Amend  Section  1833(b)  by  striking  (a)(1). 

Existing  law  provides  for  a  $50  annual  deductible  for  each  Medicare  bene- 
ficiary. There  is,  however,  a  special  provision  to  help  the  beneficiaries  who  might 
otherwise  have  to  meet  the  $50  annual  deductible  twice  in  a  short  period.  This 
special  provision,  known  as  the  "carryover,"  permits  the  same  expenses  cred- 
ited toward  the  $50  annual  deductible  during  October,  November,  or  December 
of  any  year,  to  be  credited  again  toward  the  deductible  for  the  next  year. 

If  for  the  year  expenses  for  covered  services  are  $50  or  less,  then  any  ex- 
penses for  covered  services  that  the  beneficiary  has  in  October,  November,  or 
December  of  that  year  count  toward  the  $50  annual  deductible  for  the  next 
year.  Because  this  provision  in  the  law  is  so  difficult  for  beneficiaries  and  physi- 
cians to  understand,  with  resulting  confusion,  it  is  recommended  that  the 
carry-over  provision  be  eliminated.  Elimination  of  this  provision  will  not  only 
simplify  the  explanation  of  the  $50  deductible  to  beneficiaries  and  physicians, 
it  will  also  result  in  substantial  savings  in  the  administration  of  the  Program. 

Revision  of  provision  for  payment  of  benefits  on  behalf  of  deceased  beneficiaries 
Amend  Section  1870(f)(2)  to  read  as  follows: 

"(2)  payment  for  such  services  has  not  been  made,  payments  for  such 
services  may  be  made  jointly  to  an  eligible  relative  (as  defined  in  (e) )  and 
the  physician  or  other  .  .  ." 
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The  provision  of  Section  1870  providing  for  the  settlement  of  claims  for  bene- 
fits on  behalf  of  deceased  individuals  was  passed  prior  to  the  amendments  to 
Section  1842  which  provided  for  the  payment  of  benefits  on  submission  of  an 
itemized  bill.  When  provision  for  payment  of  an  itemized  bill  was  enacted,  it 
is  felt  that  an  oversight  occurred  in  not  amending  Section  1870(f)  (2)  to  pro- 
vide a  method  of  payment  when  an  eligible  relative  presents  an  itemized  bill 
on  behalf  of  a  deceased  individual.  In  many  of  these  situations  the  physician 
will  not  accept  an  assignment  as  provided  in  Section  1870(f)  (2)  and  it  is  a 
burden  on  the  relative  to  require  payment  of  the  bill  in  order  to  collect  benefits. 
Therefore  this  amendment  is  recommended  to  protect  the  integrity  of  the  Pro- 
gram, ease  the  burden  on  the  relative,  protect  the  physician,  and  ease  the  ad- 
ministrative burden  of  the  carrier. 

Revision  of  fair  procedure 
Amend  Section  1842(b)  (3)  (C)  to  read  as  follows: 

"(C)  Will  establish  and  maintain  procedures  pursuant  to  which  an  indi- 
vidual enrolled  under  this  part  will  be  granted  an  opportunity  for  a  fair 
hearing  by  the  carrier  when  requests  for  payment  in  excess  of  $100  under  this 
part  .  .  ." 

Presently  there  is  no  minimum  limitation  on  the  amount  upon  which  a  bene- 
ficiary may  demand  a  fair  hearing.  Experience  has  demonstrated  that  a  number 
of  costly  hearing  procedures  have  occurred  on  items  amounting  to  pennies.  It 
is  noted  that  a  minimum  of  $100  is  already  in  the  law  for  fair  hearings  under 
Part  A. 

Payment  of  reasonable  charges  for  out-patient  physical  therapy 
Amend  Section  1832(a)  (2)  by  striking  (C). 

Part  B  administration  is  on  the  basis  of  determining  reasonable  charges.  In 
administering  this  provision,  it  is  necessary  to  establish  an  expensive  and  time- 
consuming  system  of  cost  determination  and  audits  outside  of  the  regular  Part  B 
administration.  It  is  felt  that  economy  in  administration  and  personnel  would 
result  from  placing  out-patient  physician  therapy  on  the  same  basis  of  payment 
as  other  Part  B  services. 

Hospital-based  physicians 

A  difficult  problem  in  administration  results  from  the  present  language  in 
Section  1832(a)  (2)  (B).  This  section  provides  that  payment  will  be  made  for 
Part  B  beneficiaries  and  physicians  for  medical  and  other  health  services.  How- 
ever, it  also  provides  that  residents  and  interns  of  hospitals  who  render  such 
services  and  are  salaried  shall  receive  payment  under  Part  A.  The  difficulty  arises 
because  there  are  physicians  in  numerous  specialties  who  derive  their  compen- 
sation either  through  salaries  or  other  arrangements  from  the  hospital.  However, 
a  portion  of  this  compensation  may  be  for  services  rendered  to  the  institution 
rather  than  for  patient  care  services.  This  requires  an  allocation  of  the  physi- 
cian's compensation  between  the  Part  A  and  Part  B  trust  funds.  Because  of  the 
difference  in  arrangements  which  are  made  under  these  circumstances,  each  of 
which  requires  individual  determination,  sometimes  without  the  approval  of 
either  the  hospital  or  the  physician,  extensive  expenditures  of  time  and  money 
become  necessary.  It  is  therefore  recommended  that  serious  consideration  be 
given  to  proposing  an  amendment  which  would  provide  that  payment  of  benefits 
be  made  entirely  from  the  Part  A  trust  fund  to  those  physicians  who  are  com- 
pensated by  the  hospital  and  entirely  from  the  Part  B  trust  fund  for  physicians 
billing  on  a  f ee-for-service  basis. 

Revision  of  extended  care  benefits 

The  "post  hospital  extended  care  services"  benefit  provision  of  Public  Law 
89-97,  generally  misunderstood  as  to  intent  and  purpose  and  widely  criticized  by 
Medicare  beneficiaries  and  their  f  amilies  and  providers  of  care,  as  presently  con- 
stituted is  almost  impossible  to  effectively  and  efficiently  administer. 

Major  problems  include  a  general  impression  that  the  program  provided  for 
general  nursing  home  care  rather  than  skilled  care  as  determined  by  a  physician 
as  the  law  intended;  difficulty  in  determining  continuing  entitlement  because 
the  care  is  no  longer  covered  under  the  provisions  of  the  law  and  the  regulations ; 
and  an  inability  to  make  these  things  understood  by  the  beneficiary,  his  family, 
and  the  providers  of  the  extended  care  services. 

It  has  been  estimated  that  at  least  one-half  or  more  of  the  Medicare  patients 
discharged  from  hospitals  no  longer  require  continuous  skilled  care  and  there- 
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fore  under  a  literal  interpretation  and  strict  application  of  the  law  are  not 
entitled  to  program  assistance.  Unless  these  people,  for  whom  the  program  has 
provided  the  means  to  be  treated  in  a  hospital  during  ithe  acute  stage  of  their  ill- 
ness, have  adequate  other  resources,  they  are  left  stranded  for  that  part  of  their 
convalescence  requiring  intermittent  skilled  or  nonskilled  care. 

Some  ECF  admissions  are  certified  that  do  not  require  continuous  skilled  care. 
Patients  are  confined  to  higher-cost  short  term  hospitals  longer  than  necessary 
simply  because  it  is  known  that  the  intermittent  skilled  or  nonskilled  conva- 
lescent care  required  will  not  be  covered  by  Medicare  upon  transfer  to  an  ex- 
tended care  facility.  All  of  this  was  inevitable  since  the  medical  and  financial 
needs  of  the  patient  must  be  taken  into  consideration,  and  quite  often  the  dividing 
line  between  the  two  is  a  very  fine  one. 

To  be  certain  that  benefits  are  paid  only  for  confinements,  and  portions  thereof, 
that  truly  require  continuous  skilled  care,  it  is  mandatory  to  initially  and  peri- 
odically review  the  medical  records  on  every  case.  Qualified  personnel  necessary 
to  make  such  extensive  reviews  are  scarce.  Even  if  this  could  be  accomplished, 
administrative  cost  would  be  exorbitant  and,  in  all  probability,  the  hospital  con- 
finement benefit  expense  would  continue  to  increase  because  patients  would  be 
retained  in  the  hospital  in  preference  to  transferring  them  to  an  extended  care 
facility. 

In  summary,  if  existing  law  and  regulations  are  strictly  adhered  to  at  exorbi- 
tant administrative  cost  and  to  the  dissatisfaction  of  all  parties  concerned  be- 
cause of  the  large  number  of  claims  denied,  both  the  dissatisfaction  and  expense 
levels  may  be  expected  to  rise. 

Recognizing  the  realities  of  the  situation  and  in  an  attempt  to  provide  an 
extended  care  services  benefit  that  is  more  acceptable  to  the  general  public  includ- 
ing the  providers  of  health  care  and  make  the  administration  thereof  feasible,  it 
is  suggested  that  the  following  recommendations  be  explored  toward  amending 
the  present  extended  care  services  benefit  structure  to  : 

1.  Eliminate  the  continuous  skilled  care  requirement. 

2.  Provide  benefits  for  post-hospital  institutional  extended  care  services 
upon  certification  and  appropriate  recertification  by  the  attending  physician 
that  they  are  necessary  to  the  health  of  the  patient. 

3.  Reduce  the  up  to  100  extended  care  days  for  each  benefit  period  to  on 
the  order  of  40  or  50  days  with  the  coinsurance  feature  applicable  to  the  last 
one-half  of  the  allowable  benefit  period. 

It  is  suggested  that  the  results  to  be  expected  would  be  : 

1.  Better  understanding  of  the  coverage. 

2.  Reduced  cost  of  administrative  and  total  claims  expense. 

3.  Encouragement  of  the  transfer  of  patients  from  hospitals  to  lower 
cost  extended  care  facilities. 

4.  Elimination  of  some  of  the  extended  care  facility  reluctance  to  accept 
Medicare  patients  because  of  the  uncertainty  of  entitlement. 

5.  Elimination  of  numerous  individual  judgments  and  better  assurance  of 
more  uniform  and  equal  treatment  to  all  beneficiaries  under  the  program. 

Other  suggestions,  the  desirability  and  feasibility  of  which  could  be  explored, 
are  that  the  law  be  amended  to  provide  that : 

1.  Through  certification  by  the  attending  physician  upon  patient  discharge 
from  the  hospital  that  care  in  an  extended  care  facility  is  medically  neces- 
sary, no  further  determination  need  be  made  about  the  level  of  care  provided 
in  a  certified  extended  care  facility. 

2.  Payment  for  such  care  in  such  a  certified  institution  would  be  made 
in  full  for  up  to  20  days,  and 

3.  Upon  further  physician  certification  that  continued  care  in  that  facility 
is  a  medical  necessity  an  additional  period  of  up  to  30  days  of  care  will  be 
provided  with  the  patient  responsible  for  a  daily  coinsurance  amount  equal 
to  one-eighth  of  the  Part  A  hospital  deductible,  and  at  the  conclusion  of 
such  period, 

4.  Upon  recertification  by  the  physician  of  continued  need  for  such  care 
in  such  an  institution,  an  additional  period  of  up  to  50  days  of  care  will  be 
provided  with  the  patient  responsible  for  a  daily  coinsurance  amount  equal 
to  one-fourth  of  the  Part  A  hospital  deductible. 

It  is  further  noted  that  a  change  in  the  ECF  reimbursement  system  whereby 
on-site  audits  will  not  be  required,  or  required  only  every  third  or  fourth  year, 
seems  mandatory  if  administrative  costs  are  to  be  significantly  reduced. 
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Ambulance  benefits 

Under  present  interpretation  of  the  law,  payment  of  benefits  for  the  use  of 
an  ambulance  is  made  only  for  transportation  of  the  beneficiary  to  the  nearest 
facility  regardless  of  the  medical  staff  available  at  that  facility.  As  many  times 
happens,  the  nearest  facility  to  a  beneficiary  may  not  have  adequate  medical 
staff  to  care  for  his  particular  illness  or  injury,  or  for  other  reasons  not  under 
control  of  the  beneficiary,  he  is  transported  to  other  than  the  nearest  facility. 
Denial  of  benefits  under  such  circumstances  seems  unfair  and  causes  severe 
problems  in  administration.  The  law  should  be  changed  so  that  if  a  patient 
must  go  to  other  than  the  nearest  facility,  payment  should  be  made  for  the 
equivalent  of  transportation  to  the  nearest  facility. 


Statement  op  American  Insurance  Association,  Andrew  Kalmykow,  Counsel 

summary  op  statement 

Coordination  of  workmen's  compensation  and  social  security  is  essential.  The 
Congress  has  already  taken  steps  along  this  line  by  including  non-duplication 
provisions  in  the  Social  Security  Act  (section  224,  section  1862(b)  and  section 
1902(a)  (25)). 

Legislation  has  been  introduced  to  destroy  the  coordination  that  has  been 
achieved.  Duplication  of  workmen's  compensation  by  social  security  disability 
benefits  would  remove  the  incentive  for  rehabilitation  since  in  many  cases 
duplicate  benefits  would  exceed  wages  before  injury.  This  duplication  would 
also  cause  state  legislatures  to  stop  increasing  workmen's  compensation  benefits. 
This  ultimately  would  bring  an  end  to  the  state  workmen's  compensation  system 
to  the  detriment  of  the  injured  man. 

Presently  social  security  does  not  provide  benefits  equal  to  workmen's  compen- 
sation in  scope  or  amount.  The  workingman  would  be  the  chief  sufferer  if  the 
workmen's  compensation  system  were  impaired.  It  is  respectfully  urged  that  the 
jion-duplication  provisions  be  retained  and  preferably  extended.  The  area  of 
duplication  should  not  be  increased. 

This  statement  is  presented  on  behalf  of  the  American  Insurance  Association. 
This  is  a  national  organization  with  a  membership  of  135  casualty  and  property 
insurance  companies,  most  of  which  write  workmen's  compensation  insurance 
throughout  the  United  States. 

Insurance  companies  are  vitally  interested  in  the  satisfactory  operation  of 
the  workmen's  compensation  system  for  which  they  perform  an  essential  function. 
Without  the  security  they  provide  workmen's  compensation  may  well  be  an 
-empty  right. 

COORDINATION   OF   WORKMEN'S   COMPENSATION  AND   SOCIAL   SECURITY  IS  ESSENTIAL 

They  believe  that  both  workmen's  compensation  and  social  security  play  an 
important  part  in  protecting  the  people  of  the  United  States  against  the  hazards 
of  life.  It  is  essential,  however,  that  both  systems  be  coordinated  so  that  one 
does  not  impede  the  proper  development  of  the  other  and  the  protection  that  it 
provides. 

The  necessity  for  coordination  has  been  recognized  by  the  Congress.  In  1965 
when  creating  the  Medicare  program,  it  made  certain  that  the  broad  medical 
care  provided  under  the  workmen's  compensation  system  was  not  duplicated 
(section  1862(b)  Social  Security  Act.)  The  same  was  done  with  respect  to  Medic- 
aid in  1967  (section  1902(a)  (25)).  Congress  in  1965  also  eliminated  the  dupli- 
cation of  workmen's  compensation  by  social  security  disability  benefits  by  provid- 
ing that  the  latter  be  supplementary  to  workmen's  compensation  up  to  80% 
•of  the  employee's  wages  ( section  224 ) . 

SOME  CURRENT  LEGISLATION   WOULD  DESTROY  THE  COORDINATION   THAT  HAS  BEEN 

ACHIEVED 

There  is  currently  pending  before  your  Committee  legislation  which  would 
-destroy  this  sprocess  of  coordination  and  vastly  increase  the  area  of  duplication. 
Its  enactment  would  spell  the  destruction  of  the  workmen's  compensation  system 
to  the  detriment  of  the  injured  employee  and  his  dependents.  We  have  in  mind 
ithe  legislation  which  would  repeal  the  workmen's  compensation  non-duplication 
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provision  (section  224  of  the  Social  Security  Act)  and  at  the  same  time  greatly 
broaden  the  scope  of  social  security  disability  benefits. 

EFFORTS  SHOULD  PREFERABLY  BE  CONCENTRATED  ON  IMPROVING  PRESENT  SYSTEM 

We  respectfully  submit  that  it  would  be  most  inadvisable  to  newly  extend  the 
social  security  system  into  areas  presently  covered  by  workmen's  compensation. 
Social  security  in  essence  has  been  designed  to  provide  income  protection  for 
individuals  who  either  through  age  or  disability  have  left  the  labor  market  and 
to  their  dependents.  The  social  security  system  is  not  equipped  to  meet  the  imme- 
diate temporary  financial  and  medical  needs  of  injured  employees  who  will  return 
to  their  jobs  upon  recovery. 

Both  the  President  and  the  Chairman  of  this  Committee,  as  well  as  others, 
have  urged  that  benefit  levels  under  the  Social  Security  Act  be  increased.  The 
cost  of  social  security  already  is  extremely  large.  In  the  past,  cost  estimates  for 
increasing  the  scope  of  social  security  have  been  vastly  underestimated.  It  would 
appear  to  be  more  desirable  to  improve  current  protection  rather  than  to  duplicate 
protection  already  provided  by  state  workmen's  compensation  laws. 

Last  year  workmen's  compensation  provided  in  excess  of  two  billion  dollars  in 
benefits  for  compensation,  death  benefits  and  medical  care  to  employees  injured 
at  work  and  their  dependents.  It  would  appear  that  social  security  funds  could 
be  applied  to  better  purpose  than  in  the  duplication  of  these  payments. 

EXPERIENCE  INDICATES  DUPLICATION  IS  UNDESIRABLE 

A  brief  summary  of  the  history  of  the  relationship  of  workmen's  compensation 
and  social  security  is  pertinent.  When  originally  enacted  in  1956  there  was  no 
duplication  of  social  security  disability  benefits  and  workmen's  compensation.  A 
specific  provision  to  that  effect  was  included  in  the  original  enactment. 

In  1958  broad  amendments  to  the  Social  Security  Act  were  enacted.  The  106 
page  bill  contained  a  one  line  repealer  of  the  section  providing  for  non-duplication. 
No  adequate  opportunity  for  hearing  was  then  given  to  persons  interested  in 
workmen's  compensation  to  express  opposition  to  repeal  of  this  provision. 

The  bill  was  reported  to  the  House  on  the  same  day  it  was  introduced  July  28, 
1958  and  passed  by  the  House  on  July  31.  It  passed  the  Senate  on  August  16r 
1958  after  brief  hearings.  The  House  concurred  in  Senate  amendments  on 
August  19  and  the  legislation  was  approved  on  August  28. 

We  do  not  believe  that  anyone  then  realized  that  the  federal  government  had 
taken  a  step  which  could  lead  to  the  destruction  of  the  state  workmen's  com- 
pensation system.  We  believe  that  this  repeal  was  primarily  induced  by  desire 
to  eliminate  an  unrelated  deduction  of  veteran's  benefits  which  was  also  contained 
in  that  section. 

At  first  the  repeal  attracted  little  attention.  The  area  of  duplication  was  small. 
Only  persons  between  the  ages  of  50  and  64  who  were  permanently  totally  dis- 
abled were  eligible.  As  the  scope  of  social  security  disability  benefits  were  in- 
creased through  legislation,  court  decisions  and  regulations,  the  adverse  effect 
on  workmen's  compensation  became  readily  apparent.  An  increasing  number  of 
individuals  began  to  receive  in  combined  social  security  and  workmen's  com- 
pensation benefits  more  than  they  had  earned  prior  to  disability.  This  removed 
any  incentive  for  rehabilitation.  At  the  same  time  this  duplication  had  a  depress- 
ing effect  on  the  level  of  state  benefits  even  in  areas  where  no  duplication  yet 
existed.  Some  attempts  to  reduce  state  workmen's  compensation  benefits  were 
even  made. 

Concern  became  so  great  that  reenactment  of  the  non-duplication  provision 
was  strongly  urged.  This  culminated  in  the  1965  enactment  referred  to  above, 
namely  a  non-duplication  provision  under  Medicare  and  the  provision  making 
social  security  disability  benefits  supplementary  to  workmen's  compensation  up 
to  80%  of  wage.  The  original  non-duplication  provision  provided  for  a  full  offset 
of  workmen's  compensation  against  social  security  disability  benefits. 

DUPLICATION   ELIMINATES   INCENTIVE  TO  STATES  TO   INCREASE  WORKMEN'S 
COMPENSATION  BENEFITS.  RESTORATION  OF  FULL  OFFSET  IS  DESIRABLE 

The  current  provision  for  non-duplication,  making  social  security  disability 
benefits  supplementary  to  workmen's  compensation,  is  helpful  in  avoiding  con- 
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current  payments  in  excess  of  wages.  However,  it  serves  to  discourage  increases 
in  state  workmen's  compensation  benefits.  There  is  no  incentive  for  a  state  to 
increase  its  share  of  the  payment  to  an  employee  merely  to  decrease  the  amount 
of  the  federal  payment. 

For  example,  an  increase  to  80%  of  the  employee's  wage  under  the  state  act 
would  eliminate  the  federal  contribution  but  would  not  increase  the  benefit  to 
the  employee.  Reenactment  of  the  original  full  offset  provision  namely  deduction 
of  workmen's  compensation  from  the  social  security  disability  benefit,  would  be 
desirable  to  permit  states  to  develop  their  compensation  benefit  structure 
normally. 

Substantial  increases  in  workmen's  compensation  benefits  have  been  made  in 
recent  years  but  the  least  advances  have  been  in  areas  of  permanent  total  dis- 
ability and  death  benefits  where  there  has  been  duplication  by  social  security. 
Fortunately  these  cases  are  relatively  limited  in  number.  However,  the  mere 
possibility  that  social  security  disability  benefits  may  be  extended  has  had  a 
depressing  effect  on  compensation  benefits  even  in  areas  where  no  duplication 
exists. 

KEPEAL  OF  NON-DUPLICATION  PROVISION  COMBINED  WITH  EXTENSION  OF  SOCIAL 
SECURITY  WOULD  HAVE  DISASTROUS  EFFECT  ON  WORKMEN'S  COMPENSATION 

If  the  present  limited  workmen's  compensation  non-duplication  provision  were 
repealed  and  at  the  same  time  the  disability  provisions  of  the  Social  Security  Act 
greatly  extended,  the  impact  on  workmen's  compensation  would  be  very  severe. 
Some  of  the  legislation  proposes  to  reduce  the  6  month  waiting  period  to  4  to  3 
months.  At  the  same  time  the  requirement  that  disability  be  expected  to  last 
for  12  months  or  more  would  be  eliminated.  If  social  security  were  to  be  extended 
to  duplicate  workmen's  compensation  benefits  for  temporary  disability  of  this 
character  vast  encroachment  of  social  security  into  the  workmen's  compensation 
system  would  result.  If  normal  expansion  of  workmen's  compensation  benefits  is 
thus  impeded,  that  system  will  not  be  able  to  survive  for  long. 

It  may  be  noted  that  under  workmen's  compensation  total  cost  of  benefits  is 
borne  by  the  employed.  Under  social  security  one-half  of  the  cost  is  borne  by 
the  employee.  In  providing  for  further  payment  for  work  injuries  under  social 
security  the  employee  would  be  assuming  one-half  the  cost  of  payment  for  such 
injuries. 

Workmen's  compensation  provides  more  protection  for  work  injuries  than 
social  security.  The  scope  of  workmen's  compensation  benefits  today  far  exceeds 
those  provided  under  the  social  security  system.  Average  compensation  benefits 
are  higher.  Benefits  are  paid  for  temporary  total  disability,  permanent  total  dis- 
ability, temporary  partial  disability,  permanent  partial  disability  and  death,  as 
well  as,  medical  and  funeral  expenses.  Medical  benefits  are  most  substantial  in 
all  states,  being  unlimited  in  time  and  amount  in  most  of  them.  The  cost  of  pro- 
viding equivalent  benefits  for  all  social  security  beneficiaries  would  be  staggering. 
It  appears  unlikely  that  such  broad  protection  will  be  provided  in  the  foreseeable 
future.  If  workmen's  compensation  is  destroyed  the  injured  man  will  be  the  chief 
loser.  It  does  not  appear  sound  to  provide  duplicate  benefits  in  excess  of  wages 
for  a  few  if  the  result  of  this  action  would  mean  lower  benefits  for  the  many. 

WORKMEN'S  COMPENSATION  IS  AN  INCENTIVE  TO  SAFETY 

Workmen's  compensation  is  one  of  the  major  incentives  to  safety.  One  of  the 
methods  used  most  effectively  in  promoting  safety  is  the  highly  refined  system 
of  pricing  workmen's  compensation  insurance.  Incentives  to  cut  costs  are  built 
right  into  the  rate-making  techniques.  Particularly  in  the  experience  rating  plan 
which  penalizes  or  rewards  the  employer  according  to  a  poor  of  good  accident 
record.  Contributions  to  the  social  security  system  are  unrelated  to  a  good  safety 
record. 

CONCLUSION 

We  respectfully  urge  that  current  provisions  for  avoiding  duplication  of  social 
security  and  workmen's  compensation  both  with  respect  to  benefits  and  medical 
care  be  retained  and  if  possible  the  full  offset  restored  and  that  the  area  of  dupli- 
cation between  social  security  and  disability  benefits  and  workmen's  compensation 
not  be  increased. 
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Kaiser  Foundation  Health  Plan,  Inc., 

Oakland  Calif.,  November  21, 1969:. 

Wilbur  D.  Mills,  Chairman, 

Committee  on  Ways  and  Means,  House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  Your  Committee  is  reviewing  the  programs  covered  by 
the  Social  Security  Act,  including  Medicare  and  Medicaid.  We  have  testified 
before  your  Committee  and  the  Senate  Committee  on  Finance  a  number  of  times 
in  recent  years  expressing  our  views  on  Medicare  legislation.  This  statement  is 
submitted  with  the  hope  that  our  views  may  be  of  assistance  in  your  efforts  to 
deal  with  the  complex  problems  involved  in  reimbursement  of  providers  under 
Medicare,  incentives  for  efficiency  and  health  care  planning. 

The  Kaiser  Foundation  Medical  Care  Program  provides  most  of  the  health 
care  services  required  by  nearly  2,000,000  members  in  the  metropolitan  areas  of 
California,  Portland,  Oregon,  and  Vancouver,  Washington,  on  the  Islands  of 
Oahu  and  Maui  in  Hawaii,  and,  as  of  this  year,  in  the  metropolitan  areas  of 
Cleveland,  Ohio,  and  Denver,  Colorado.  Over  75,000  of  our  members  are  Medicare 
beneficiaries.  As  the  largest  group  practice  prepayment  program  in  the  United 
States,  our  program  represents  a  fundamentally  different  health  care  system 
which  organizes  direct  medical  and  hospital  services  to  meet  the  health  care 
needs  of  a  defined  population  comprised  of  its  members.  This  organized  system 
and  the  utilization  and  cost  data  derived  from  it  constitute  a  yardstick  by  which 
other  health  care  delivery  methods  can  be  measured.  Consumer  acceptance  of  the 
program  in  the  areas  where  it  operates  has  been  impressive.  Membership  is 
limited  only  by  the  ability  to  finance  facilities  and  to  staff  them  with  professional 
and  management  personnel. 

The  National  Advisory  Commission  on  Health  Manpower  reported  that  "the 
average  Kaiser  member  obtains  high  quality  medical  care  for  20-30%  less  than 
the  cost  of  care  obtained  outside  the  plan.  The  study  group  also  concluded  that 
the  majority  of  savings  achieved  by  Kaiser  result  primarily  from  effective  control 
over  the  nature  of  medical  care  that  is  provided  and  the  place  where  it  is  given." 

A  number  of  independent  studies  support  the  relative  efficiency  of  the  Kaiser 
Foundation  Medical  Care  Program.  For  example,  these  studies  show  that  Health 
Plan  members  use  roughly  30%  fewer  hospital  inpatient  days  than  persons  who 
receive  their  care  under  other  arrangements.  Some  of  these  studies  are  cited  in 
Exhibit  "A"  which  is  attached. 

an  appropriate  method  of  medicare  reimbursement  for  qualified  group  prac- 
tice PREPAYMENT  PLANS 

It  seems  obvious  that  group  practice  prepayment  plans  should  be  encouraged 
to  operate  with  the  same  degree  of  efficiency  for  members  who  are  Medicare 
beneficiaries  as  for  the  rest  of  their  members.  Unfortunately,  the  present  method 
of  cost  reimbursement  under  Part  A  of  Title  XVIII  militates  against  this  result. 
In  fact,  the  present  method  of  reimbursement  tends  to  erode  the  very  incentives 
which  have  produced  substantial  economies.  Recognizing  that  strict  adherence  to 
cost  reimbursement  did  not  encourage  efficiency  Congress  approved  "experimen- 
tal" reimbursement  provisions  by  adopting  Section  402  of  the  Social  Security 
Amendments  of  1967.  (1395b-l,  U.S.C.).  The  application  of  this  section  to  group 
practice  prepayment  plans  was  recognized  on  page  71  of  the  report  of  the  Senate 
Finance  Committee  on  H.R.  12080. 

"Under  the  House-passed  bill,  the  Secretary  would  be  authorized  to  enter  into- 
agreements  with  a  limited  number  of  individual  providers  of  health  services, 
community  groups,  and  group  practice  prepayment  plans  under  which  these 
organizations  would  engage  in  experiments  with  reimbursement  systems  other 
than  those  based  on  cost  where  these  alternative  systems  provide  incentives  to 
lower  the  cost  of  providing  services  while  maintaining  or  improving  their  quality. 
Group  practice  prepayment  plans  would  provide  both  physicians'  services  and 
hospital  services  to  their  membership  could  engage  in  experiments  under  which 
a  combined  system  of  reimbursement  could  be  developed  for  both  physician  and 
hospital  services. 

This  provision  grew  out  of  the  concern,  which  is  shared  by  the  committee,  that 
rigid  commitment  to  a  cost  basis  of  reimbursement  may  provide  insufficient  in- 
centive for  participating  providers  of  services  to  furnish  health  care  economically 
and  efficiently.  The  organization  which  is  reimbursed  at  cost  may  see  no 
advantage  in  lowering  its  cost." 


2531 


Kaiser  Foundation  Health  Plan  submitted  a  proposal  to  the  Social  Security 
Administration  pursuant  to  Section  402  early  in  1968.  The  proposal  has  not 
been  implemented.  A  major  problem  appears  to  center  on  the  requirement  that 
such  proposals  be  "experimental".  We  believe  our  proposal,  which  would  have 
involved  comparing  costs  for  Kaiser  Foundation  Health  Plan  members  who 
are  Medicare  beneficiaries  with  a  comparable  sample  of  Medicare  beneficiaries 
receiving  services  through  conventional  health  care  delivery  systems,  represented 
a  bona  fide  and  useful  experiment.  However,  we  also  believe  that  the  merit  of 
reimbursement  on  a  per  capita  or  similar  contractual  basis  not  tied  to  fees 
or  costs  of  individual  services  has  been  sufficiently  demonstrated  to  deserve 
statutory  recognition  unconstrained  by  the  "experimental"  requirement. 

In  view  of  the  widespread  and  increasing  recognition  of  the  need  for  improved 
organization  of  health  care  delivery  systems,  governmental  programs  should, 
if  posible,  encourage  better  organization  and  should  not  inhibit  or  constrain  it. 
Group  practice  prepayment  programs,  particularly  those  which  are  hospital- 
based,  represent  one  example  of  better  organization  for  the  delivery  of  health 
care  services.  It  is  fundamental  to  these  programs  that  they  operate  on  a  per 
capita  or  similar  method  of  reimbursement  which  does  not  relate  compensation 
directly  to  costs  of  or  charges  for  individual  services  such  as  "cost  per  patient 
day"  or  other  variations  on  the  "fee-for-service"  method  of  payment.  This  point 
received  recognition  in  the  original  Medicare  legislation  which  does  provide  for 
a  "per  capita"  method  of  payment  for  Part  A  services.  Unfortunately,  other 
provisions  of  the  Medicare  Act,  as  interpreted  and  administered,  have  operated 
to  preclude  use  of  a  per  capita  or  similar  contractual  method  of  payment  unde~ 
Part  A. 

Group  practice  prepayment  plans  have  been  forced  to  accommodate  to  a 
reimbursement  system  at  variance  with  their  fundamental  principles  of  opera- 
tion— a  system  which  operates  adversely  with  respect  to  the  incentives  for 
efficiency  and  economy  which  are  basic  to  the  economic  effectiveness  of  such 
plans.  It  was  our  understanding  that  Section  402  of  the  Social  Security  Amend- 
ments of  1967  represented,  in  part,  a  legislative  effort  to  provide  a  method  of 
payment  consistent  with  the  operating  principles  of  group  practice  prepayment 
plans.  Unfortunately,  as  noted  above,  the  "experimental"  requirement  has  oper- 
ated to  preclude  general  application  of  a  payment  system  appropriate  to  plans 
of  this  type  which  would  permit  them  to  operate  in  their  usual  manner. 

In  July  1969,  the  Health  Insurance  Benefits  Advisory  Council  in  its  Annual 
Report  on  Medicare  (covering  the  period  July  1,  1966  through  December  31. 
1967)  made  the  following  recommendation  for  legislative  action: 

"The  Council  recommends  that  legislation  be  enacted  authorizing  the  Secretary 
to  negotiate  capitation  reimbursement  payments  to  group  practice  prepayment 
plans." 

We  urge  your  Committee  to  make  clear  that  per  capita  or  other  methods  of 
payment  consistent  with  the  operating  principles  of  group  practice  prepayment 
plans  constitute  authorized  methods  of  payment  for  both  Part  A  and  Part  B 
services  under  Title  XVII  of  the  Social  Security  Act.  Such  methods  of  payment 
should  be  available  to  plans  which  the  Secretary  finds  to  be  qualified  and  should 
not  be  limited  to  experiments. 

HEALTH    COST   EFFECTIVENESS    AMENDMENTS    OF    196  9 

We  would  like  to  comment  on  two  of  the  Health  Cost  Effectiveness  Amend- 
ments which  were  presented  by  Secretary  Finch.  One  of  the  proposed,  amend- 
ments would  substantially  expand  existing  authority  to  enter  into  experimental 
reimbursement  programs.  In  general,  this  proposal  is  commendable ;  however, 
the  provision  that  the  Secretary  could  require  compulsory  participation  by 
providers  unless  20%  of  the  providers  in  the  area  affected  objected  to  being 
included  and  demonstrated  ""undue  hardship"  as  defined  by  the  Secretary  raises 
a  serious  problem.  We  foresee  compulsory  methods  of  reimbursement  designed 
to  provide  incentives  for  fee-for-service  providers  which  could,  if  imposed  on 
group  practice  prepayment  plans,  erode  the  cost  and  utilization  incentives 
already  present  in  such  plans  and  add  substantially  to  the  administrative  costs 
of  such  plans.  If  this  proposal  is  enacted,  we  believe  it  should  be  amended  to 
recognize  the  distinct  character  of  group  practice  prepayment  organizations.  In- 
centive reimbursement  experiments  for  such  organizations  should  stand  on  their 
own.  The  Secretary  should  be  authorized  to  delete  such  institutions  from  an 
experiment  even  though  they  constitute  less  than  20%  of  the  institutions  in  the 
area  affected. 
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Another  of  the  Administration's  proposed  Health  Cost  Effectiveness  amend- 
ments would  provide  that  depreciation  or  interest  on  funds  borrowed  for  a 
capital  expenditure  would  be  disallowed  costs  if  the  capital  expenditure  exceeds 
$50,000  and  the  capital  investment  is  made  after  a  state  health  planning  agency 
finds  that  the  capital  expenditure  would  not  be  in  conformity  with  the  state 
comprehensive  health  plan.  The  Kaiser  Foundation  Medical  Care  Program  repre- 
sents one  of  the  best  examples  of  health  care  planning  in  the  United  States.  Its 
existence  is  based  on  recognition  of  the  necessity  to  allocate  health  care  resources 
efficiently.  However,  the  art  of  comprehensive  health  planning  is  in  its  infancy. 
In  view  of  its  present  state  of  development  we  lack  confidence  in  its  effectiveness. 
There  are  not  enough  professionally  competent  health  planners  available  to 
develop  and  execute  rational,  comprehensive  health  plans  for  the  entire  nation ; 
nor  have  sound  criteria  for  health  planning  been  established.  If  the  task  of 
planning  remains  with  those  to  whom  it  is  presently  assigned,  we  believe  that 
innovation  and  experimentation  will  be  severely  constricted  at  a  time  when 
everyone  recognizes  the  urgent  need  for  innovation  in  the  delivery  of  health 
care.  Comprehensive  health  planning  should  not  become  an  element  of  Medicare 
reimbursement  until  the  effectiveness  of  planning  agencies  has  been  demonstrated. 

We  appreciate  this  opportunity  to  submit  our  comments  on  several  of  the 
important  issues  before  your  Committee  and  request  that  this  statement  he 
made  a  part  of  the  record  of  your  hearings  on  the  Social  Security  Act. 
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American  Academy  of  Pediatrics 

Position  Paper  With  Regard  to  Title  XIX  Program  and  Regulations  Published 

July  1, 1969 

I.  INTRODUCTORY  STATEMENT 

The  American  Academy  of  Pediatrics  wishes  to  make  known  its  concerns  for 
the  present  and  future  care  of  the  children  of  the  United  States.  The  disparity 
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between  those  in  need  of  care  and  those  who  deliver  care  is  aggravated  by  an 
increasing  number  of  children,  an  increasing  shortage  of  manpower,  an  inequity 
in  distribution  of  physicians  and  rising  expectations  of  consumers  for  compre- 
hensive health  care. 

It  is  the  purpose  of  this  position  paper  to  make  recommendations  and  com- 
ments to  the  Department  of  Health,  Education  and  Welfare  with  regard  to  the 
Medicaid  Program  and  specific  comments  regarding  the  regulations  entitled 
"Chapter  II,  Social  and  Rehabilitation  Service  (Assistance  Programs),  Depart- 
ment of  Health,  Education  and  Welfare,  Part  250,  Administration  of  Medical 
Assistance  Programs  as  published  in  the  Federal  Register,  Volume  34,  Number 
125,  Tuesday,  July  1, 1969." 

Another  of  the  purposes  of  this  statement  is  to  point  out  certain  aspects  of 
physicians'  reimbursement,  especially  those  relevant  to  pediatrics,  and  to  urge  that 
pediatric  service  reimbursement  under  Title  XIX  be  developed  in  such  a  way  as 
to  alleviate  the  current  shortage  of  pediatric  manpower  and  extend  the  delivery 
of  child  health  care  to  those  who  need  it  most. 

II.  AMERICAN  ACADEMY  OF  PEDIATRICS 

A.  Composition 

The  American  Academy  of  Pediatrics  is  a  society  of  specially  qualified  and 
certified  physicians  who  are  especially  trained  and  limit  themselves  to  the  care  of 
children.  Its  major  objective,  as  expressed  in  its  constitution,  is  to  promote  the 
welfare  of  children  by  establishing  and  maintaining  the  highest  possible  stand- 
ards of  pediatric  practice,  education  and  research. 

The  average  Fellow  admitted  to  the  Academy  today  has  had  17  to  18  years  of 
higher  education,  training  and  experience.  Five  to  eight  years  of  this  time  have 
been  spent  specifically  in  the  preparation  for  his  specialty,  pediatrics.  The  Amer- 
ican Academy  of  Pediatrics  is  composed  of  approximately  10,000  Fellows.  They  con- 
stitute about  80  percent  of  the  physicians  of  the  United  States  whose  proficiency  in 
pediatrics  has  been  certified  by  the  American  Board  of  Pediatrics  on  the  basis  of 
specialty  training  and  practice  experience  and  a  rigorous  examination. 

Some  of  these  pediatricians  are  in  full-time  hospital  practice,  or  teaching,  or 
research,  or  pediatric  surgical  specialties.  About  75  percent  of  the  Fellows  are 
engaged  in  the  private  practice  of  pediatrics  and  it  is  on  the  behalf  of  this  group 
and  the  children  for  whom  they  care,  many  of  whom  are  Medicaid  recipients, 
that  this  statement  is  prepared. 

B.  Relevant  activities 

Since  the  birth  of  the  Academy  in  1930,  it  has  had  the  opportunity  of  working 
with  many  governmental  agencies  including  the  Children's  Bureau,  the  Public 
Health  Service  and  the  National  Institute  of  Health.  These  relationships  we 
believe  have  been  especially  productive.  Among  the  recent  activities  of  the 
Academy  are: 

A  series  of  technical  publications  concerning  the  health  care  of  children  and 
youth,  including  the  manual  of  Standards  of  Child  Health  Care,  which  delineates 
the  proper  and  acceptable  standards  of  medical  care  which  children  in  the  United 
States  ought  to  receive ; 

An  extensive  survey  of  the  Fellows  of  the  American  Academy  of  Pediatrics  with 
regard  to  the  use  of  ancillary  personnel  to  delivery  more  and  better  care  to  the 
children  of  this  country  ; 

The  Academy  is  developing  a  national  program  to  promote  and  standardize  the 
training  and  certification  of  allied  health  personnel  to  assist  the  pediatrician  in 
the  delivery  of  care  to  a  greater  number  of  children ;  and 

The  Academy,  in  cooperation  with  both  the  Federal  government  and  the  private 
sector,  is  currently  conducting  a  nationwide  study  of  series  of  conferences  aimed 
at  improving  the  delivery  of  child  health  care  in  the  United  States. 

III.  MEDICAID 

Pediatricians  are  especially  conscious  of  the  fact  that  the  delivery  of  quality 
health  care  to  children  is  an  investment  in  the  future  of  our  country.  Because 
children  constitute  more  than  one-third  of  the  nation's  population,  and  because 
the  greatest  opportunities  for  health  promotion  and  disease  prevention  are 
present  in  childhood,  this  segment  is  the  most  important  beneficiary  of  the 
Medicaid  programs. 

Medicaid  holds  the  promise  of  an  opportunity  to  delivery  continuing,  unfrag- 
mented,  preventive  and  curative  health  services  to  all  children  in  the  country 
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through  the  existing  sources  of  primary  health  care.  Pediatricians  welcomed  the 
advent  of  a  national  health  program  for  indigent  and  medically  indigent  children, 
as  a  step  toward  assuring  all  children  equal  access  to  such  care,  regardless  of 
the  socio-economic  circumstances  of  the  family  into  which  they  have  been  born. 
This  goal  was  one  of  the  original  intents  of  the  Title  XIX  (medicaid)  program. 
The  program  is  a  great  improvement  over  previous  attempts  to  provide  quality 
care  to  the  less  privileged  segment  of  our  country.  It  is  against  this  background 
of  concern  and  interest  that  this  statement  has  been  prepared. 

IV.  OBSERVATIONS  RELATING  TO  PRACTICE  PATTERNS 

The  following  observations  concerning  manpower,  organization  of  services  and 
costs  of  care  point  out  ways  of  improving  practice  patterns  that  would  also 
stimulate  more  efficient  and  economical  use  of  Medicaid  funds. 

A.  Pediatric  Manpoiver 

That  there  are  not  enough  physicians  now,  nor  in  the  projected  future,  to  care 
for  the  health  needs  of  children  has  been  amply  documented.  The  report  of  the 
American  Academy  of  Pediatrics'  Joint  Committee  on  Pediatric  Research,  Educa- 
tion and  Practice  and  the  U.S.  Public  Health  Service  survey  showed  that  the 
increase  in  number  of  pediatricians  has  been  off-set  by  an  increase  in  the  child 
population  and  a  decline  in  general  practitioners,  resulting  in  a  significant  (50%) 
decrease  in  the  number  of  physicians  per  100,000  children.  Allowing  for  the  fact 
that  one  could  recruit  more  people  into  pediatrics,  present  and  anticipated 
educational  facilities  could  not  supply  sufficient  manpower  to  satisfy  the  health 
needs  of  the  76  million  children  anticipated  in  1980  without  seriously  compromis- 
ing the  quality  of  the  educational  product.  These  facts  plainly  indicate  that  there 
simply  are  not  enough  physicians  for  the  work  to  be  done. 

At  the  same  time,  there  is  an  increasing  demand  for  health  services  rising  from 
qualitative  and  quantitative  changes  in  the  expectations  of  parents  and  physicians 
themselves.  Both  feel  more  can  be  done  for  each  child.  Viewed  broadly,  public 
expectations  and  medical  programs  for  control  of  morbidity  and  mortality  become 
demands  for  medical  services ;  expectations  for  improved  quality  of  living  become 
demands  for  more  psychosocial  help  and  for  more  availability  of  a  broader 
spectrum  of  health  service.  The  net  result  is  the  requirement  of  more  of  the  phy- 
sician's time  for  each  child.  All  of  these  factors  intensify  the  demands  being 
placed  on  practicing  pediatricians. 

The  creation  of  an  Office  of  New  Careers  represents  an  important  step  toward  a 
solution  of  these  manpower  problems,  and  is  one  which  the  Academy  would  like 
to  support  in  every  possible  way.  The  Academy  has  already  embarked  upon  a 
program  to  train  allied  health  personnel  which  should  provide  a  basis  for  mutual 
cooperation  in  this  field.  The  Academy  believes  that  the  training  of  allied  health 
personnel  demands  the  highest  priority.  Such  personnel  will  permit  extension  of 
physician  services  to  more  children  without  sacrificing  the  high  quality  of  phy- 
sician education  and  training. 

B.  Organization  of  Services 

The  Administration's  proposal  to  increase  emphasis  on  development  of  facilities 
for  preventative  and  outpatient  care  has  special  implications  for  the  field  of  child 
health.  Ambulatory  care  for  children  is  not  only  less  expensive  and  less  traumatic, 
but  when  properly  organized,  more  effective  than  inpatient  hospital  care.  Suc- 
cessful development  of  this  program  will  require  additional  funds  for  facilities 
and  for  extension  of  patient  care  to  children  where  facilities  are  not  now  avail- 
able. The  Academy  expects  to  contribute  to  the  development  of  patterns  and  pro- 
cedures of  care  in  such  facilities  that  will  reduce  hospitalization  rates  and 
improve  efficiency  of  outpatient  care,  thus  reducing  health  care  costs  per  child. 

The  regulation  for  state  agencies  to  institute  "early  and  periodic  screening  and 
diagnosis  of  individuals  under  the  age  of  twenty-one  ...  to  ascertain  their 
physical  or  mental  defects"  provides  important  new  opportunities  for  the  primary 
and  secondary  prevention  of  illness  and  disability.  In  the  design  of  such  screening 
programs,  the  Academy  is  prepared  to  offer  assistance  to  the  Medical  Services 
Administration  and  to  individual  state  agencies. 

With  regard  to  the  organization  of  child  health  services  within  the  Department 
of  Health,  Education  and  Welfare,  the  Academy  is  on  record  as  supporting  the 
consolidation  of  those  many  units  of  the  Department  which  have  the  responsi- 
bilities in  this  field,  which  should  simplify  organization  of  health  programs  and 
help  reduce  health  care  costs. 
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V.  Costs  of  Care 

The  Academy  is  concerned  about  the  increasing  cost  of  the  cost  of  the  Medicaid 
program  even  though  physicians'  fees  account  for  only  about  ten  percent  of  these 
expenditures.  The  general  inflation  of  the  national  economy  is  reflected  in  in- 
creased overhead  costs  to  the  physician.  Ready  examples  of  this  are  increased 
office  rent,  utilities,  supplies,  equipment  and  wages. 

1.  Fee  schedules. — The  development  of  fixed  fee  schedules  in  the  United  States 
has  been  strongly  influenced  by  the  nature  and  history  of  health  insurance. 
Initially,  insurance  plans  were  set  up  to  meet  catastrophic  hospitalization  costs. 
Later  coverage  was  extended  to  operations  performed  by  the  surgeon  in  the 
hospital.  More  recently  reimbursement  for  medical  visits  to  hospitalized  patients 
have  been  added  to  insurance  coverage.  Rates  for  payment  for  this  type  of  service 
can  be  set  on  the  basis  of  easily  determined  common  denominators  and  actuarial 
figures,  and  these  can  be  categorized  and  standardized  in  a  similar  manner  to 
those  for  surgical  procedures. 

In  contrast,  more  than  80  percent  of  the  care  rendered  by  pediatricians  is  to 
non-hospitalized  patients  who  are  seen  in  the  office  or  at  home.  The  pediatric 
time  involved  at  different  visits  may  range  from  five  minutes  to  an  hour,  involve 
simple  or  complex  schedules  and  procedures  and  include  or  not  include  medica- 
tions, extended  counseling,  preventive  inoculations  or  laboratory  services  as  part 
of  the  same  visit.  This  kind  of  allocation  of  pediatric  time  does  not  lend  itself  to 
simple  categorization  in  terms  of  one  or  two  or  even  three  types  of  visits,  each 
reimbursed  at  a  standard  rate.  The  usual  and  customary  fees  of  pediatricians 
take  these  varying  factors  into  account. 

Because  of  the  historical  development  of  fee  schedules,  those  presently  utilized 
by  Medicaid  and  many  other  third-party  payees,  are  ill-adapted  to  the  nature  of 
pediatric  practice.  This  lack  of  a  realistic  basis  for  compensation  of  pediatric 
costs  tends  to  force  those  who  wish  to  continue  high  quality  practice  either  to  be 
reluctant  about  accepting  patients  under  the  Medicaid  fee  schedules  or  to  relocate 
their  practices  into  the  suburbs  or  more  wealthy  areas  of  the  country.  Other 
pediatricians  may  become  discouraged  and  discontinue  pediatric  practice,  enter- 
ing any  one  of  a  number  of  well  paid  salaried  positions,  often  not  directly  con- 
tributing to  patient  services. 

The  effects  of  such  actions  upon  children  whose  families  are  eligible  for  Medi- 
caid are  obvious.  The  effects  upon  medical  graduates,  considering  pediatrics  as 
a  specialty,  and  upon  young  pediatricians  deciding  where  to  locate  their  practice, 
accentuate  the  problem.  The  already  existing  shortage  of  pediatric  manpower 
tends  to  make  these  effects  more  serious. 

The  American  Academy  of  Pediatrics  is  conscious  of  the  desirability  and  the 
necessity  of  basing  pediatric  fees  upon  standard  formulation  which  can  be  re- 
ported, monitored  by  electronic  methods  and  audited.  It  believes  that  there  are 
viable  alternatives  to  the  present  Medicaid  fee  schedule  which  meet  these 
demands  and  do  take  into  account  the  nature  of  pediatric  practice. 

The  development  of  an  adequate  pediatric  relative  value  study  has  been  most 
helpful  in  describing  the  services  which  are  rendered  by  the  pediatrician.  Basi- 
cally, the  relative  value  studies  assign  a  base  unit  of  one  (1)  to  a  brief  pediatric 
office  visit.  It  assigns  units  to  many  other  services  which  reflect  their  relationship 
to  the  base  unit  of  one  (1)  in  terms  of  the  time  that  they  require  and  the  com- 
plexity of  the  task  performed  and  skills  necessary  to  accomplish  this. 

The  basic  unit  is  translated  into  monetary  terms  by  a  "conversion  factor" 
which  can  and  should  be  set  locally,  not  only  within  the  states  but  within  the 
smaller  units  within  the  states  since  overhead  costs  and  fees  customarily  differ 
in  various  parts  of  the  country.  Accordingly,  the  fee  for  any  visit  is  derived  by 
multiplying  the  units  for  services  rendered  during  a  visit  by  the  conversion  factor. 

Although  a  relative  value  study  is  not  a  fee  schedule,  it  is  a  standardized  means 
of  setting  fees  which  reflect  the  different  services  performed  by  a  pediatrician  in 
terms  of  time,  effort  and  skills  required  to  perform  them.  The  unit  value  concept 
is  utilized  by  many  pediatricians  of  the  country.  The  fees  derived  by  its  use  are 
comparable  to  the  "usual  and  customary  fees"  of  pediatricians.  In  effect,  the 
relative  value  study  is  no  more  than  an  analytical  breakdown  of  the  way  in  which 
a  pediatrician  arrives  at  his  usual  and  customary  fee  for  a  visit  and  includes  a 
more  accurate  description  of  the  services  provided. 

2.  Cost  controls. — Whether  a  relative  value  study  is  adopted  as  a  means  of 
describing  and  arriving  at  the  usual  and  customary  fee  or  whether  limited  and 
fixed  fee  schedules  are  effected,  it  is  urged  that  medical  fees  be  systematically 
monitored,  audited  and,  where  indicated  in  individual  cases,  selected  for  review 
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by  medical  peer  groups.  The  appraisal  of  the  quality  of  practice  is  that  aspect  in 
which  Medical  Peer  Group  Review  Committees  operate.  These  Committees  indeed 
must  be  composed  of  physicians  in  the  locality  in  which  the  review  takes  place. 

Sampling  methods  and  computer  technology  can  establish  quickly  the  normal 
distribution  curve  of  medical  fees  and  the  profile  of  fees  by  individual  pediatri- 
cians. Other  fees  which  are  at  significant  variance  can  be  examined  more  care- 
fully to  determine  the  extent  of  and  the  reasons  for  their  deviations  from  the 
norm.  Pediatric  Peer  Group  Review  Committees  should  be  organized  to  assist  in 
making  such  determinations.  Controls  of  this  type  will  safeguard  against  abuses 
of  expenditure  of  public  funds.  The  American  Academy  of  Pediatrics  offers  its 
full  cooperation  and  support  for  the  implementation  of  such  controls. 

V.  RECOMMENDATIONS 

The  American  Academy  of  Pediatrics  is  concerned  about  increased  cost  of  the 
Medicaid  program  and  recommends  increased  use  of  ambulatory  care  facilities 
and  other  patterns  of  care  which  are  less  expensive  than  inpatient  hospital  care. 

The  Academy  expresses  its  concern  that  the  present  fee  schedule  for  reimburs- 
ing the  physician  for  child  health  care  visits  under  Medicaid  may  serve  to  aggra- 
vate the  real  and  growing  shortage  of  pediatric  manpower.  Because  fixed  fee 
schedules  are  poorly  adapted  to  pediatric  practice,  a  relative  value  study  has 
been  described  which  assigns  a  unit  to  the  basic  pediatric  office  visit  and  relates 
other  services  to  the  basic  office  visit.  By  the  use  of  these  relative  values,  a  fee 
for  any  given  combination  of  services  can  be  arrived  at  systematically.  The 
resulting  fee  is  equivalent  to  "the  usual  and  customary  fee"  of  pediatricians. 
The  Academy  urges  the  Department  of  Health,  Education  and  Welfare  to  recom- 
mend adoption  of  "usual  and  customary"  fees  based  upon  relative  value  studies 
for  reimbursing  pediatricians  for  the  health  care  of  children  under  Medicaid. 

The  Academy  feels  that  until  the  Administration  finds  it  necessary  to  initiate 
general  wage  and  price  controls,  the  fixing  of  Medicaid  fees  or  schdules  as  of 
January  1,  1969,  would  appear  to  be  discriminatory.  The  xA.cademy  feels  that 
this  regulation  can  at  best  be  considered  only  a  temporary  administrative  expedi- 
ent which  should  be  replaced  as  quickly  as  possible  by  a  more  rational  and  more 
permanent  solution. 

The  Academy  recommends  monitoring  of  physicians'  fees,  using  the  latest  sam- 
pling and  computer  technology  with  Pediatric  Peer  Group  Review  Committees  to 
assure  quality  control  and  freedom  from  excessive  charges. 

The  American  Academy  of  Pediatrics  offers  its  full  cooperation  and  support  for 
the  implementation  of  all  of  these  recommendations. 


College  of  American  Pathologists, 

Chicago,  III.,  November  11, 1969. 

The  Honorable  Wilbur  D.  Mills, 
Chairman,  Committee  on  Ways  and  Means, 
U.S.  House  of  Representatives, 
Washington,  B.C. 

My  Dear  Mr.  Mills  :  The  College  of  American  Pathologists,  a  medical  specialty 
of  more  than  5,200  physicians,  would  like  to  inform  the  members  of  the  Committee 
on  Ways  and  Means  of  the  United  States  House  of  Representatives  that  the 
College  wholeheartedly  supports  the  position  of  the  American  Association  of 
Blood  Banks  on  the  three-unit  deductible  provision  for  blood  under  medicare. 

While  the  College  generally  is  in  agreement  with  most  of  the  recommendations 
of  the  Health  Insurance  Benefits  Advisory  Council  in  its  first  annual  report  on 
medicare,  we  must  take  serious  exception  to  Legislative  Recommendation  9. 

The  College  of  American  Pathologists  is  not  in  support  of  the  recommendation 
that  "the  legislative  requirement  for  the  blood  deductible  be  eliminated."  We 
take  this  position  because  pathologists  supervise  and  direct  most  of  the  blood 
banks  where  blood  is  obtained  and/or  administered.  Pathologists  therefore  are 
knowledgeable  in  the  science  of  blood  banking  and  serve  as  consultants  to  most 
physicians  whose  patients  require  blood. 

Thus,  because  of  its  members'  interest  in  blood  and  blood  banking,  the  College 
is  concerned  for  several  reasons  about  the  proposed  elimination  of  the  blood 
deductible  under  Medicare : 
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1.  We  believe  that  every  effort  must  be  made  to  encourage  and  increase  volun- 
tary blood  donations,  and  to  bolster  the  idea  that  patients  have  a  responsibility, 
either  moral  or  financial,  to  replace  the  blood  they  receive.  In  our  opinion,  elim- 
ination of  the  blood  deductible  in  favor  of  full  medicare  payment  for  blood  would 
be  defeating  to  this  goal. 

2.  Blood  is  a  most  precious  living  human  tissue.  The  typing  and  crossmatching 
of  blood  is  one  of  the  major  scientific  achievements  of  the  20th  century.  Therefore, 
we  believe  that  no  one  should  think  of  blood  as  a  commodity  to  be  bought  and 
sold  over  the  counter.  Yet,  eliminating  the  replacement  feature  in  favor  of  full 
coverage  of  blood,  the  federal  government  would  be  promoting  the  buying  and 
selling  of  blood.  As  pathologists,  we  must  caution  you  against  taking  any  action 
which  would  drastically  change  the  concept  of  blood  as  a  service,  not  a  saleable 
item.  We  believe  that  the  concept  of  blood  as  a  service  must  be  upheld  and 
supported  vigorously. 

3.  As  directors  of  blood  banks,  pathologists  must  assume  the  moral  and  legal 
responsibility  to  provide  blood  of  the  highest  quality  to  patients.  When  paid 
donors  and  commercial  sources  must  be  used  instead  of  an  adequate  number  of 
volunteer  donors,  the  hazards  of  disease  transmittal  increase  because  the  reli- 
ability of  the  donor  decreases.  Elimination  of  Medicare's  blood  deductible  will 
work  to  dry  up  the  voluntary  supply  of  blood  and  move  us  closer  to  reliance 
upon  paid  donors  and  commercial  suppliers.  We  in  pathology  favor  the  voluntary 
blood  donor  approach  because  it  is  the  reliable  and  safe  way. 

4.  Because  this  committee,  the  administration,  the  public,  and  the  medical 
profession  are  concerned  about  the  rising  cost  of  medicare,  we  believe  that  any 
assistance  on  the  part  of  medicare  beneficiaries  is  helping  to  reduce  costs  should 
be  encouraged,  not  discouraged.  Elimination  of  the  replacement  feature,  and 
substituting  full  payment  of  blood  for  it,  would  add  significantly  to  the  total 
price  tag  on  medicare.  Every  replacement  of  blood  reduces  costs,  and  even  the 
supposedly  "limited  participation"  by  medicare  beneficiaries  in  replacing  blood 
used  was  certainly  better  than  no  participation,  no  replacements,  reliance  on 
other  sources,  etc.  Actually,  the  replacement  of  more  than  372,000  units  of  blood 
by  Medicare  beneficiaries  in  a  19-month  period  is  a  significant  amount. 

Thus,  we  believe  that  elimination  of  the  blood  replacement  feature  will  boost 
the  costs  of  the  medicare  program  at  a  time  when  all  of  us  are  looking  for 
economies,  savings,  and  less  cost  in  the  Medicare  program. 

For  these  reasons,  the  College  of  American  Pathologists  respectfully  supports 
the  position  of  the  American  Association  of  Blood  Banks  that  the  legislative 
proposal  of  HIBAC  and  others  to  eliminate  the  three-unit,  blood  deductible 
provision  under  medicare  be  rejected. 

We  respectfully  request  that  this  letter  expressing  the  position  of  the  college 
be  included  in  the  record  of  your  committee's  proceedings  on  proposed  amend- 
ments to  the  Social  Security  Act 
Sincerely, 

C.  A.  McWhorter,  M.D., 

President. 


Statement  of  Albert  G.  Miller,  M.D.,  President,  California  Medical 

Association 

Mr.  Chairman,  Members  of  the  Committee :  The  California  Medical  Association, 
founded  in  1856,  represents  approximately  24,500  doctors  of  medicine  in  California 
and  is  one  of  the  largest  state  medical  associations  in  the  nation.  Since  the 
inception  of  the  Association,  we  have  constantly  sought  the  improvement  of 
health  standards  in  our  state  and  are  responsible  for  the  introduction  and 
passage  of  a  good  proportion  of  the  medically  related  legislation  in  California 
in  the  one  hundred  and  thirteen  years  of  our  existence. 

The  fact  that  20  million  people  live  within  the  158,000  square  miles  of  our 
state  constitutes  a  major  health  concern  in  itself.  We  feel  that  solutions  to  the 
health  problems  associated  with  such  a  large  population  and  such  a  tremendous 
area  provide  sound  information  for  the  nation  as  a  whole. 

We  in  California  have  had  a  great  deal  of  experience  in  health  planning.  I 
think  that  we  have  arrived  at  many  innovative  solutions.  Yet,  in  spite  of  the 
dramatic  progress  made  in  the  last  few  years,  the  job  of  providing  efficient  and 
effective  health  care  to  our  population  is  massive. 
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It  is  estimated  that  California's  population  may  reach  40  million  by  the  year 
2000.  The  California  Medical  Association  realizes  that  the  size  of  our  job  and 
the  complexity  of  the  problems  will  increase  as  our  population  grows.  We  are 
deeply  involved  in  planning  for  the  future. 

THE  POSITION  OF  THE  CALIFORNIA  MEDICAL  ASSOCIATION  ON  TITLE  XVIII  AND  XIX 

To  quote  the  words  of  John  Gardner,  former  Secretary  of  the  Department  of 
Health,  Education  and  Welfare,  on  the  matter  of  Public  Law  89-97 : 

"A  creative  partnership  was  formed  between  the  'public'  and  'private'  sectors, 
which  allowed  the  strengths  of  each  to  be  brought  to  bear  to  achieve  the  national 
goal,  with  the  utmost  preservation  of  medical  freedom.  Furthermore,  this  partner- 
ship must  never  be  dominated  by  the  Federal  Government  (the  public  sector). 'r 

This,  then,  is  what  doctors  should  be  able  to  expect  from  Medicare  today,  and 
in  the  future.  In  short,  we  expect  freedom  to  practice  medicine  unfettered  by 
rigid  federal  controls  which  would  surely  destroy  quality  care  and  discourage 
participation  and  involvement  of  all  our  nation's  physicians. 

In  keeping  with  our  belief  that  control  must  be  shared  equally  by  the  public 
and  private  sectors,  the  California  Medical  Association  feels  that  the  role  of 
the  carrier  under  Medicare  is  an  essential  one.  The  fiscal  intermediary  must 
be  permitted  to  maintain  its  own  administrative  procedures  without  interference, 
including  the  generation  of  statistical  data,  and  communications  with  providers, 
professional  associations,  and  the  public. 

In  regard  to  the  Medicaid  programs,  we  reaffirm  our  belief  in  the  "mainstream" 
concept  of  medical  care,  that  health  services  for  Medicaid  recipients  should  be 
directly  related  to  the  needs  of  the  patient  and  should  be  identical  to  that  avail- 
able and  received  by  the  public  at  large. 

Because  of  demonstrated  flexibility,  adaptability,  overall  economies,  and 
patient  acceptability,  many  people  in  the  nation  have  long  received  medical  care 
from  their  personally-chosen  physician,  whether  at  home,  in  the  doctor's  office, 
or  in  a  hospital  mutually  chosen  by  the  patient  and  his  physician.  This  type  of 
medical  care  provides  the  standard  against  which  other  systems  are  evaluated. 

However,  the  concept  of  "mainstream"  care  is  not  limited  to  such  traditional 
methods  of  organizing  health  care  services.  "Mainstream"  also  includes  clinics, 
dispensaries,  or  in-hospital  care  provided  by  county  hospitals,  medical  schools, 
or  other  teaching  facilities,  as  well  as  group  practice,  whether  prepaid  or  not. 
It  can  include  preventive  medicine  where  it  is  available  to  the  public  generally 
and  it  is  as  vital,  if  not  more  so,  to  the  indigent.  As  these  alternatives  are 
available  to  the  public  generally,  they  should  be  available  to  persons  for  whom 
all  or  part  of  the  costs  are  paid  from  tax  resources.  "Mainstream"  implies  no 
one  system  or  source  of  care,  but  the  availability  of  all  health  resources  which 
are  offered  to  the  public  generally. 

We  feel  certain  that  optimum  availability,  accessibility,  and  acceptability, 
maximum  economy  and  maximum  quality  standards,  as  well  as  optimum 
adaptability  to  varying  social,  economic,  and  geographic  circumstances  are  best 
achieved  in  this  "mainstream"  concept,  with  access  to  all  available  forms  of 
services,  regardless  of  sources  of  payment. 

When  physicians  link  the  word  "mainstream"  with  medical  care,  the  impli- 
cation is  that  all  persons,  regardless  of  age,  race,  or  economic  status  should 
have  the  assurance  of  having  available  to  them  the  same  necessary  health  and 
medical  resources  which  are  available  to  the  public  generally.  It  is  not  be  be 
better  or  less,  it  is  to  be  the  same.  Embodied  in  this  concept  of  "mainstream" 
is  the  idea  that  care  should  be  available  on  a  continuous  and  comprehensive 
basis,  not  fragmented  or  sporadic.  The  general  public's  medical  care  is  in  the 
"mainstream,"  and  we  as  responsible  physicians  recognize  that  all  persons 
must  be  allowed  in  the  "mainstream"  of  medical  care. 

In  addition,  we  feel  that  experimentation  in  different  methods  of  health  care 
delivery  and  financing,  using  the  voluntary  health  insurance  prepayment  method 
especially,  should  be  an  integral  part  of  the  Medicaid  program  in  the  various 
states.  It  seems  desirable  that  the  concept  of  experimentation  be  used  contin- 
uously. Certainly  the  Medicaid  programs  cannot  help  but  benefit  from  useful 
alternatives. 

Of  significant  interest  is  the  approach  taken  in  California  to  experiment 
with  different  methods  for  the  delivery  of  care.  During  the  1967  session  of  the 
California  Legislature,  a  measure  was  passed  directing  the  administration  to 
develop  and  participate  in  new  and  innovative  projects.  Examples  of  these  are 
the  San  Joaquin  project  and  the  Tri-County  project. 
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The  former  was  established  to  determine  if  savings  to  the  state  could  be 
realized  by  putting  physicians'  services  on  a  "prepaid"  basis.  A  premium  rate 
per  recipient  per  month  was  established  for  all  physicians'  services  within  a 
specific  geographic  area  and  a  system  of  medical  claims  and  utilization  review 
by  profiles  of  providers  and  recipients  was  put  into  effect.  Although  the  project 
is  only  in  its  second  year,  indications  are  that  service  costs  may  be  reduced 
using  this  method. 

The  Tri-County  project  is  designed  to  provide  the  recipient  with  a  wide  base 
of  coverage  also  including  physicians'  services  on  a  prepaid  basis.  The  results 
of  this  project  may  indicate  the  validity  of  implementing  a  prepaid  Medicaid 
program  on  a  state-wide  basis. 

CMA  SUPPORT  FOE  MEDICAID 

It  is  significant  to  note  that  the  California  Medical  Association  gave  strong 
statewide  support  to  the  enactment  of  our  state  enabling  act  (Assembly  Bill  5) 
because  it  provided  for: 

(1)  Medical  care  financed  under  the  prefunded  concept  and  fiscally  adminis- 
tered through  contracts  with  carriers  of  prepaid  health  care  protection ; 

(2)  Coverage  for  a  broad  spectrum  of  care  including  physicians'  services, 
hospital  and  nursing  home  care,  laboratory  and  X-ray  services,  dental  services, 
prescribed  drugs,  prosthetic  devices,  eye  glasses,  and  rehabilitative  and  home 
health  care  services ; 

(3)  ''Mainstream"  medical  care  with  the  elimination  of  economic  segregation 
and  the  stigma  of  "welfare  medicine"  in  obtaining  medical  care  services ; 

(4)  Free  choice  of  physician  and  hospital  by  the  patient; 

(5)  Payment  for  care  from  the  first  day  of  admission  to  a  hospital,  eliminat- 
ing the  30-day  waiting  period ; 

(6)  Simplification  of  eligibility  requirements  for  beneficiaries  under  the 
program ; 

(7)  Reimbursement  of  reasonable  fees  of  the  physician  based  on  usual,  cus- 
tomary and  reasonable  charges  and  payment  to  hospitals  on  the  basis  of  rea- 
sonable costs. 

The  State  law  cites  as  one  of  its  objectives :  "To  allow  eligible  persons  to 
secure  basic  health  care  in  the  same  manner  employed  by  the  public  generally 
and  without  discrimination  or  segregation  based  purely  on  their  economic  dis- 
ability." This  is  the  essence  of  "mainstream"  medical  care. 

We  further  submit  that  reimbursement  based  on  usual,  customary  and  rea- 
sonable fees  for  physicians'  services  is  a  vital  part  of  this  "mainstream"  con- 
cept of  medical  care.  To  the  end  that  all  physicians  may  participate  in  the 
Title  19  program,  equity  in  reimbursement  for  services  rendered  is  of  prime 
importance. 

STANDARDS  FOR  FISCAL  INTEGRITY  AND  HIGH   QUALITY  CARE 

In  any  federal-state  program  where  literally  billions  of  dollars  of  tax  monies 
are  expended,  it  is  necessary  that  a  workable  system  of  safeguards  to  insure 
fiscal  integrity  is  implemented.  Furthermore,  in  a  program  which  in  a  very 
real  sense,  affects  the  health  standards  of  the  whole  nation,  certain  guarantees 
of  quality  care  are  necessary.  All  parties  including  federal  government,  state 
and  county  governments,  carriers  and  providers  of  health  care  must  share  this 
responsibility  under  the  Title  XIX  program.  For  the  purpose  of  this  statement, 
I  will  emphasize  those  responsibilities  undertaken  by  the  medical  profession 
as  a  provider  group  in  its  relationship  with  the  carrier  and  state  and  federal 
governments. 

The  California  Medical  Association  and  its  component  county  medical  so- 
cieties have  in  fact  initiated  an  extensive  and  comprehensive  system  of  "peer 
review"  relative  to  the  Title  XIX  program.  Briefly  stated,  it  includes :  county 
medical  society  review  of  physician  claims,  a  Medicaid  advisor  system,  hospital 
and  nursing  home  utilization  review  committees,  a  state  association  appeals 
review  committee,  medical  staff  survey  teams,  composed  of  physicians  and 
sponsored  by  the  state  association,  that  conduct  surveys  of  medical  staffs  in 
hospitals  and  nursing  homes  (EOF's)  to  insure  quality  care,  and  the  many 
hospital  committees  required  by  JCAH  and  CMA.  One  might  truthfully  say 
that  a  physician's  colleagues  are  continuously  scrutinizing  the  professional  ac- 
tivities of  each  individual  doctor. 
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The  following  statement  by  Carel  E.  H.  Mulder,  Director  of  the  California 
Department  of  Health  Care  Services,  was  quoted  in  a  press  release  dated  June 
25th :  "Mulder  expressed  his  special  appreciation  for  the  arduous  task  of  those 
doctors  who,  without  compensation  or  other  material  gain,  devote  many  hours 
to  the  review  of  suspected  claims  and  courageously  decide  whether  or  not  the 
services  claimed  to  have  been  performed  conform  to  established  community 
practice." 

In  another  public  statement,  Spencer  Williams,  State  Human  Relations  Di- 
rector, said  in  reference  to  California's  Title  XIX  program:  "Medics  who  po- 
liced their  own  profession  against  overcharging  are  due  tremendous  credit  for 
their  efforts."  In  this  same  statement  Williams  also  said  this  year's  surplus 
(state  Medi-Cal  budget)  was  the  result  of  the  policing  of  the  medical  profession 
to  prevent  abuses. 

To  even  further  strengthen  the  recommendations  forthcoming  from  "peer  re- 
view" committees,  the  California  Medical  Association  strongly  supported  four 
legislative  measures  enacted  into  law  dealing  with  "disclosure  of  possible  con- 
flicts of  interest  in  referral  of  patients  to  facilities ;  carrier  authority  to  place 
a  provider  on  prior  authorization ;  making  false  or  fraudulent  claims  a  felony ; 
and  making  suspension  of  a  provider  from  participation  in  Medicaid  a  grounds 
for  suspension  or  revocation  of  license. 

Is  is  our  belief  that  the  physician  provider  of  health  care  is  exerting  tre- 
mendous effort  to  deal  in  good  faith  with  the  carrier,  state  government,  federal 
government,  and  the  patient.  This  faith  is  based  on  the  profession's  desire  to 
carry  out  the  intent  of  the  Title  XIX  program — and  in  turn,  this  desire  has 
largely  contributed  to  the  success  of  Medicaid  in  California.  We  believe  these 
safeguards  for  maintaining  fiscal  integrity  and  high  quality  care  assure  both 
government  and  recipient  the  best  possible  medical  care  at  the  most  reasonable 
cost 

THE  ROLE  OF  GOVERNMENT 

What,  then,  is  the  role  of  government  in  providing  health  care  for  the  nation's 
citizens  ?  The  California  Medical  Association  feels  that  government's  role  is  three- 
fold. Reduced  to  its  most  simple  form,  it  can  be  stated  as  (1)  to  provide  help  in 
financing  health  care  to  those  unable  to  afford  it  themselves,  (2)  to  evaluate  the 
effectiveness  of  health  care  delivery,  and  (3)  to  support  innovations  in  the  de- 
livery and  financing  of  health  care  as  best  exemplified  by  the  pilot  programs  to 
which  I  referred.  Above  all,  we  believe  it  is  essential,  to  the  maintenance  of 
quality  health  care,  that  the  partnership  between  the  public  and  private  sectors 
be  an  equal  one. 

The  California  Medical  Association  has  several  areas  of  specific  concern  in 
the  programs  originated  by  Title  XVIII  and  XIX  to  which  solutions  must  be 
found. 

We  feel  that  it  is  of  prime  importance  that  a  program  for  intermediate  care 
facilities  be  developed.  We  reaffirm  our  position  that  while  medically  needed 
nursing  home  care  is  an  important  health  service,  strictly  domiciliary  or  resi- 
dential care  is  a  social  problem  rather  than  a  medical  problem  and  should  not  be 
a  liability  of  the  Medicaid  program.  However,  unless  some  provision  is  made 
for  transfer  of  older  persons,  whose  needs  are  domiciliary,  from  nursing  homes 
to  intermediate  facilities,  physicians  cannot  reasonably  be  expected  to  refuse  to 
authorize  continued  occupancy  of  beds  in  nursing  homes  by  such  persons. 

We  feel  that  the  "freeze"  on  reimbursement  of  Medicare  and  Medicaid  is  detri- 
mental to  the  present  and  future  operation  of  these  programs  and  ultimately 
limits  the  availability  of  medical  care  to  patients.  An  artificial  limit  of  this  type 
discourages  physician  participation,  damages  the  concept  of  "mainstream"  medi- 
cine, and  creates  two  classes  of  patients.  Serious  consideration  should  be  given 
to  the  implementation  of  the  usual,  customary,  or  reasonable  fee  concept  as  has 
been  successfully  accomplished  by  an  increasingly  large  section  of  the  health 
insurance  industry  field. 

The  California  Medical  Association  further  supports  the  principle  of  direct 
billing  by  physicians  to  patients  in  all  instances  of  government  financed  medical 
care.  We  call  for  the  amendment  of  the  laws  and  regulations  pertaining  to 
Public  Law  89-97  to  specifically  permit  direct  billing  on  all  Title  XIX  cases. 

We  also  note  that  while  prevention  of  disease  is  an  avowed  objective  of  the 
Federal  Medicare  Act,  no  provisions  exist  under  the  law  for  preventive  care. 
The  California  Medical  Association  feels  that  this  subject  must  be  considered 
and  that  ignoring  preventive  care  damages  the  successful  operation  of  the  pro- 
gram and  the  health  standards  of  the  nation  in  general. 


2541 


In  conclusion,  may  I  impress  upon  this  Committee  that  no  one  is  more  con- 
cerned about  health  care  than  the  medical  profession.  We,  as  practicing  phy- 
sicians, live  with  our  patients'  problems  and  illnesses  every  day  of  the  week. 

We  will  continue  our  experimentation — our  pilot  programs,  because  we  firmly 
believe  no  one  system  has  universality.  We  will  seek  improved  methods  for  the 
delivery  and  financing  of  health  care  and  we  urge  your  support.  We  have  in  the 
past,  and  will  continue,  to  extend  our  cooperation  to  all  governmental  committees 
and  agencies,  both  federal  and  local,  in  our  efforts  to  insure  the  best  possible 
health  care  to  the  citizens  of  our  state. 

I  wish  to  thank  the  Committee  again  for  the  opportunity  of  submitting  this 
testimony  for  the  record  of  its  Hearings  on  Titles  XVIII  and  XIX. 


Statement  of  Gerald  N.  Weiss,  M.D.,  Membee,  Insurance  Committee  op 
Louisiana  State  Medical  Society  and  Chairman  of  Insurance  Committee, 
Louisiana  Physicians  Guild 

Senator  Abraham  Ribicoff,  former  Secretary  of  the  Department  of  Health, 
Education,  and  Welfare,  has  recently  denounced  Federal  Health  Programs  as 
"planless  conglomerates"  which  only  add  to  rising  cost,  limited  access  to  care, 
and  a  fragmented  system  of  services.  The  Senator,  a  member  of  the  Subcommittee 
on  the  Executive  Reorganization  of  Health  Programs,  has  wisely  said : 

".  .  .  we  must  begin  to  solve  the  problems  posed  by  health  program  duplica- 
tion and  the  lack  of  coordination.  We  must  begin  to  establish  some  overall  healtb 
policy  to  guide  the  administration  of  these  billions  of  dollars." 

Excerpts  from  the  Medicare  and  Medicaid  Hearings  before  the  Committee  on 
Finance,  July  1  and  2, 1969  deserve  reiteration  at  this  time. 

"With  this  tremendous  growth  in  expenditures  under  the  program,  we  find 
that  medicaid  has  contributed  to  the  very  inflation  in  medical  care  costs  of  which 
it  has  been  a  victim."  (Page  42) 

"The  administrative  laxity  in  medicaid  is  omnipresent.  There  is  very  little 
effective  control  of  the  program  at  either  Federal,  State,  or  local  levels  with 
respect  to  costs  and  utilization."  (Page  45) 

"Administration  of  medicare  is  costly  and  complex.  They  have  developed  an 
elaborate  but  ineffective  structure  for  determining  customary  and  prevailing 
physicians  charges.  Medicare  has  inflated  costs  for  the  total  population." 
(Page  46) 

"There  has  been  obvious  tolerance  of  inefficient  and  uneconomical  carriers  and 
intermediaries,  contrary  to  the  legislative  intent,  which  indicated  that  after  the 
program's  first  year,  fewer  carriers  and  intermediaries  would  be  used.  The  cost 
of  the  program  is  apparently  of  secondary  concern  to  the  progam's  administrators. 
Casual  reference  is  made  in  the  trustees  report  on  the  hospital  trust  fund  to  the 
fact  that  while  there  is  a  very  serious  deficit  in  medicare's  financing,  that  can  be 
taken  care  of  by  increases  in  the  taxable  wage  base  and  the  tax  rate,  none  of 
which  were  accepted  as  financing  alternatives  by  Congress  in  1965.  It  was  never 
contemplated  that  medicare  finances  would  automatically  benefit  from  wage  base 
increases.  As  a  matter  of  fact,  it  was  contemplated  that  with  wage  base  increases, 
tax  rates  might  be  reduced."  (Page  48) 

In  these  hearings  Under-Secretary  John  G.  Veneman,  of  the  Department  of 
Health,  Education  and  Welfare,  stated : 

".  .  .  one  of  the  glaring  problems  we  have,  and  that  is  the  lack  of  administra- 
tive capability  in  the  Department  of  HEW  itself,  lack  of  administrative  capability 
in  the  State  agencies,  and  lack  of  administrative  ability  by  the  carriers  and 
intermediaries,  who  have  a  responsibility  in  this  entire  thing."  (Page  50) 

Finally  Senator  R.  Long,  Chairman  of  the  Committee  on  Finance,  concludes : 

"I  want  to  make  it  clear  again  to  all  of  you  in  the  Department  that  while  it  may 
sound  as  though  we  have  spent  our  time  throwing  darts  at  the  doctors,  this  just 
happens  to  be  one  area  that  strikes  the  eye.  It  does  appear  to  me  that  over-all 
savings  in  the  program  will  be  greater  in  other  areas  if  we  can  do  a  good  job  in 
administering  this  program  with  respect  to  hospitals  and  nursing  homes."  (Page 
165) 

From  the  "grass-roots"  level  of  a  private  practitioner  of  medicine  and  surgery 
in  Lake  Charles,  Louisiana,  I  agree  fully  with  Senator  Ribicoff's  above  statements 
and  the  extracts  from  Senator  Long's  hearings  on  Medicare  and  Medicaid. 

In  recent  years  the  increasing  cost  in  health  care  has  become  a  progressively 
controversial  issue,  with  much  of  the  blame  for  this  increase  being  placed  by  the 
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public  on  the  medical  profession.  While  the  medical  profession  perhaps  shares 
some  of  the  blame,  we  feel  that  the  greatest  cost  increase  can  be  traced  to  faulty 
administrative  procedures  in  the  programs  of  Medicare  and  Medicaid.  It  was 
inevitable,  perhaps,  that  some  confusion  and  a  few  false  starts  develop  in  these 
programs,  since  they  were  new,  and  few  of  us  had  any  real  experience  in  struc- 
turing and  administering  programs  of  such  magnitude. 

By  studying  the  operations  of  the  past  few  years,  we  can  learn  many  lessons. 
First,  we  must  acknowledge  that  prior  to  the  development  of  these  programs  a 
certain  portion  of  the  population  was  not  receiving  the  benefits  of  modern 
medicine's  advances. 

Second,  we  have  discovered  that  the  cost  of  these  programs  have  mushroomed 
beyond  the  expectation  of  the  planners.  This  calls  for  stricter  administration,  and 
a  closer  attention  to  cost  than  we  have  shown  in  this  program  in  the  past. 

Third,  we  have  learned  that  traditional  concepts  of  health  insurance  are  not 
adequate  to  handle  many  of  today's  medical  problems.  This  calls  for  the  develop- 
ment of  new  concepts  of  medical  care  delivery  and  new  methods  of  paying  for 
them.  Currently  both  the  medical  profession  and  the  insurance  industry  are 
attempting  to  adjust  these  dynamics. 

Fourth,  we  have  realized  the  need  for  more  realistic  analysis  of  the  future 
requirements  in  hospital  facilities,  in  doctors  and  in  medically  trained  personnel. 
Despite  an  increase  in  hospital  beds  in  the  national  in  the  past  several  years,  the 
populaton  has  increased  faster.  Although  there  are  more  doctors  in  relation  to 
the  population  than  ever  before,  relatively  fewer  are  in  private  practice  and 
more  are  in  the  areas  of  what  we  might  call  public  and  corporate  health  services. 

We  might  say,  therefore,  that  after  several  years  of  operating  these  new 
public  health  programs,  we  have  begun  to  isolate  and  identify  the  problems  con- 
nected with  them. 

One  of  the  major  factors  involved  in  the  alarming  increase  of  the  cost  of  these 
programs  has  been  inadequate  and  inefficient  administration.  The  staff  provided 
for  supervision  by  the  Department  of  Health,  Education  and  Welfare  has  been 
far  too  small.  This  supervisory  staff  should  be  increased  and  upgraded. 

The  cost  of  the  program  has  been  of  secondary  importance  to  all  concerned,  it 
is  reported.  Everyone  seemed  to  assume  that  "the  government"  would  take  care 
of  everything,  and  no  one  bothered  to  take  steps  to  eliminate  waste  or  unneces- 
sary expenditures.  A  mistaken  concept  of  medical  insurance  has  contributed  to 
the  problem.  Insurance  was  designed  as  a  hedge  against  accident  and  disaster. 
Your  auto  insurance  protects  you  if  you  have  a  crash,  your  home  insurance  pro- 
tects you  if  your  house  burns  down.  These  are  accidents.  Legitmate  insurance 
operations  cannot  be  effective  in  unlimited  maintenance  type  situations. 

In  many  instances  under  Medicare  and  Medicaid,  the  insurance  concept  was 
used  to  handle  the  costs  of  chronically  ill  patients,  those  who  need  continuous 
care.  Insurance  was  not  designed  to  handle  such  cases,  and  by  including  them,  the 
cost  of  insurance  was  sent  skyrocketing.  Endless  and  unlimited  medical  care 
(i.e.,  the  chronically  ill)  becomes  a  subsidy  operation  to  the  financially  indigent 
unless  some  self-imposed  or  regulatory  limits  are  applied. 

Another  factor  which  has  contributed  to  the  problem  has  been  the  lack  of 
coordination  between  Federal  Medicare  and  Medicaid  Projects.  There  has  been 
both  overlapping  and  inadequate  controls.  There  has  also  been  a  confusion  as  to 
the  administration  of  these  programs  which  though  diverse  in  many  respects, 
have  often  been  administratively  linked. 

After  a  thorough  study  of  the  administration  of  both  the  Medicare  and  the 
Medicaid  programs  for  the  past  several  years,  a  number  of  conclusions  have  been 
reached. 

1.  There  is  a  need  for  public  medical  aid  to  a  significant  portion  of  the  nation's 
population.  This  segment  should  be  divided  into  two  catagories ;  those  who  are 
financially  indigent,  or  who  need  help  in  paying  for  their  health  services,  and 
those  who  are  "medically  indigent"  or  who  are  suffering  from  chronic  ailments, 
who  need  care  on  a  regular  and  continuing  basis.  In  many  cases,  of  course,  a 
patient  will  be  both  financially  and  medically  indigent. 

2.  A  more  stringent  regulation  of  the  insurance  concept  of  the  Medicare 
operation  to  insure  that  coverage  is  limited  to  generally  healthy  aged  persons, 
who  need  protection  from  the  occasional  period  of  illness,  or  from  accidental 
injury,  or  from  non-chronic  and  non-recurring  ailments,  in  contrast  to  the 
Extended  Care  Facility  and  Medicaid  operation  where  the  chronically  ill  needing 
continuous  care  predominate.  The  insurance  and  subsidy  aspects  must  be 
differentiated. 
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3.  Physicians  should  meet  squarely  the  discipline  of  consumer  economic  power 
in  a  free  market  with  a  negotiated  group  contract  to  care  for  the  financially 
and  medically  indigent.  For  the  relatively  less  indigent,  savings  could  be  provided 
in  the  medical  sphere  by  the  Medicredit  plan  as  offered  by  the  American  Medical 
Association. 

4.  The  financially  and  the  medically  indigent  shoul  be  classified  by  regulatory 
agencies  that  provide  efficient  operational  procedures  at  minimal  costs,  thus 
aiding  insurance  and  subsidy  type  programs. 

5.  Rigid  hospital  guidelines  should  be  established,  with  a  maximum  allowance 
to  all  such  providers  of  government  contracted  services. 

6.  Quality  service  should  be  expected  from  the  medical  profession  in  the 
public  sector  (i.e.,  the  medically  and  financially  indigent)  on  an  established  scale 
of  fees,  and  the  medical  profession  should  do  its  utmost  to  provide  such  service 
through  governmental  contracts  negotiated  annually. 

7.  An  Accident  and  Health  Insurance  Rating  Bureau  should  be  established 
in  each  state ;  thereby  clearly  defining  the  quality  health  insurers  of  each  state. 

8.  A  Health  Insurance  Advisory  Council,  should  be  established  in  each  state, 
to  assist  the  Commissioner  of  Insurance  in  defining  quality  health  insurance 
practices.  These  last  two  considerations  will  be  presented  by  the  Louisiana 
Physicians  Guild  at  the  December  meeting  of  the  National  Association  of  Insur- 
ance Commissioners  Annual  meeting  for  their  consideration  and  action. 

Gentlemen,  your  committee  has  the  ability  to  legislate  along  the  above  lines 
for  specific  results  involving  the  health  insurance  concept,  of  Medicare,  and  the 
health  subsidy  concept,  of  Medicaid,  and  to  salvage  a  financially  doomed 
program. 


Statement  by  Jeff  J.  Coletti,  M.D.,  Nassau  County  Medical  Society,  Inc. 

My  name  is  Jeff  J.  Coletti,  M.D.  I  am  a  member  of  the  Nassau  County 
Medical  Society,  State  of  New  York,  with  offices  at  1200  Stewart  Avenue, 
Garden  City,  Long  Island,  New  York.  I  am  a  member  of  the  Nassau  County 
Medical  Society,  a  Delegate  to  the  Medical  Society  of  the  State  of  New  York, 
and  past  President  of  the  Nassau  County  Medical  Society.  I  would  like  to 
address  myself  to  the  subject  of  federal  financing  of  compulsory  or  universal 
health  insurance  through  the  Social  Security  mechanism,  which  your  Committee 
has  selected  for  today's  agenda. 

As  a  member  of  the  Nassau  County  Medical  Society,  we  would  wish  to  go 
on  record  that  we  subscribe  to  the  general  principle  of  universal  health  insur- 
ance financed  through  the  Social  Security  mechanism,  providing  the  following 
criteria  be  met : 

(1)  That  the  contemplated  program  be  patterned  after  the  Medicare 
program,  Title  18,  Sections  A  &  B. 

(2)  That  the  program  provide  for  and  utilize  private  insurance  carriers 
as  the  intermediary. 

(3)  That  the  providors  of  medical  and  allied  services  be  reimbursed  on 
a  fee-for-service  basis. 

(4)  That  the  patient  have  the  unabridged  right  of  free  choice  of  providor 
of  medical  and  allied  medical  care. 

(5)  That  a  tax  credit  or  other  tax  incentive  above  the  indigent  level 
is  provided. 

(6)  That  the  program  be  set  up  on  a  cost-sharing  basis  between  employer 
and  employee ;  and 

(7)  That  the  federal  government  underwrite  the  cost  of  complete  cover- 
age for  the  underprivileged. 

These  points  of  view  have  been  embodied  in  an  American  Medical  Association 
proposal  for  the  delivery  of  medical  services  based  upon  the  above-mentioned 
comments,  and  are  presently  embodied  in  the  Fannin  and  Fulton  Bill.  The 
physicians  of  Nassau  County  wholeheartedly  subscribe  to  these  principles  as 
enunciated  by  these  legislators. 

I  would  like  to  submit  for  the  Committee's  benefit  a  statement  recently  deliv- 
ered by  Doctor  Ralph  S.  Emerson.  Chairman,  Committee  on  Proposed  Health 
Insurance  Laws,  Medical  Society  of  the  State  of  New  York,  for  I  believe  that 
this  statement  will  shed  some  insights  regarding  the  proposed  delivery  of  health 
and  medical  services  on  a  compulsory  or  universal  basis  through  the  mechanism 
of  Social  Security. 
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"1.  Should  New  York  State  outlaw  the  indemnity  form  of  health  and  hospital 
insurance  contracts  and  direct  that  all  such  contracts  be  on  a  service  or 
capitation  basis  with  minimum  standards  of  coverage? 

"Indemnity  contracts  should  not  be  outlawed  in  our  opinion. 

"Let  us  consider  the  question  of  directing  that  all  contracts  be  on  a  capitation 
basis  first.  This  would  be  possible  only  if  all,  or  vitually  all,  physicians  were 
organized  into  large  multi-specialty  groups  capable  of  rendering  a  more  or  less 
complete  spectrum  of  services.  To  attempt  to  decree  a  statewide  capitation  system 
therefore  would  be  tantamount  to  forcing  both  patients  and  physicians  into  a 
Kaiser-Permanente  or  H.I. P.  system. 

"I  would  remind  the  Committee  that,  after  approximately  20  years  of  operation, 
prepaid  group  practice,  based  on  the  capitation  system,  accounts  for  only  1% 
of  the  health  services  rendered  in  this  nation.  This  speaks  poorly  for  its  accept- 
ance by  either  the  public  or  the  medical  profession.  In  those  situations  where 
groups  of  employees  have  the  choice  between  prepaid  group  plans  and  those 
providing  either  service  or  cash  indemnity  or  both,  the  subscribers'  choice  is 
invariably  heavily  in  favor  of  the  latter  plans  which  permit  them  to  choose  their 
own  physicians. 

"I  am  aware  that  some  groups  which  are  reimbursed  for  medical  services  on 
a  prepayment  basis  have  conducted  and  published  elaborate  self-studies  which,  not 
surprisingly,  indicate  that  they  render  more  efficient  care  at  a  lower  rate  than 
systems  based  on  fee-for-service.  I  have  not,  however,  seen  one  objective, 
independent  study  that  proves  these  claims.  Indeed,  all  present  evidence  indicates 
that  care  rendered  in  clinics  manned  by  salaried  physicians,  and  this  would 
include  those  paid  on  a  capitation  basis,  tends  to  be  more  expensive  than  private, 
fee-for-service  care,  unless  the  former  system  includes  some  restriction  on  serv- 
ices. As  far  as  quality  of  care  is  concerned,  either  system  permits  the  delivery 
of  services  of  high  quality  and  neither  lacks  incentives  or  safeguards  to  insure 
that  quality. 

"I  am  not  here,  however,  to  discuss  the  relative  advantages  or  disadvantages 
of  these  two  methods  of  delivering  and  paying  for  health  care.  I  would  merely 
like  to  point  ou  the  entire  health  care  structure  in  this  State  has  already 
suffered  much  as  the  result  of  hasty  and  ill-considered  action,  based  on  insufficient 
evidence  and  analysis,  on  the  part  of  both  the  Executive  and  Legislative 
brances  of  government.  I  would  seem  prudent  at  this  time  to  permit  these 
two  varieties  of  medical  care  and  financing  to  prove  their  worth  in  competition 
before  'outlawing'  anything. 

"I  had  some  difficulty  in  interpreting  part  of  this  question  because  the  wording 
does  not  make  clear  whether  the  Committee  considers  the  terms  'capitation' 
and  'service'  to  be  one  and  the  same  or  whether  by  'service'  it  means  a  fixed 
maximum  fee  schedule  that  would  be  binding  on  physicians  under  the  proposed 
contracts. 

"If  a  fixed  fee  schedule  is  what  is  intended,  our  past  experience  with  the 
arbitrary  and  unilateral  manner  in  which  the  State  establishes  fee  schedules 
would  leave  the  health  professions  no  choice  but  to  resist  such  a  course 
energetically. 

"The  committee's  attention  is  drawn  to  the  fact  that  privately  practicing 
physicians  who,  either  individually  or  in  groups,  treat  patients  on  a  fee-for- 
service  basis  are  presently  delivering  the  bulk  of  medical  services  and  therefore 
constitute  a  major  health  asset  for  New  York  State.  To  attempt  to  coerce  them 
into  prepayment  group  practice  or  to  establish  maximum  fee  schedules  for 
most  of  their  patients  may  well  cause  them  to  leave  in  large  numbers,  thereby 
creating  an  even  greater  crisis  in  health  manpower  than  the  State's  Medicaid 
policies  have  already  done. 

"Finally,  it  seems  to  me  that  there  is  serious  question  about  the  legality  and 
constitutionality  of  outlawing  indemnity  contracts  and  I  am  convinced  that  the* 
organizations  of  the  health  professions  would  vigorously  contest  any  attempt 
to  do  so. 

"2.  Should  we  enact  a  voluntary  form  of  universal  health  insurance,  effective 
upon  the  election  of  the  employer? 
"To  begin  with,  it  seems  to  me  that  the  terms  'voluntary'  and  'universal' 
used  in  this  context  are  mutually  exclusive.  To  make  health  and  hospital  insur- 
ance truly  universal  would  eliminate  any  possibility  of  election  on  the  part  of 
employers. 


2545 


"Aside  from  questions  of  definition,  however,  the  concept  of  compulsory  or 
universal  health  insurance  has  been  advanced  as  a  panacea  to  cure  the  maldis- 
tribution of  health  services,  diminish  or  control  their  cost,  and  above  all,  to 
reduce  the  State's  expenditures  in  providing  care  for  the  medically  indigent. 
Like  all  panaceas,  it's  pretty  weak  medicine  unless  the  Governor's  proposals 
have  changed  radically. 

"To  consider  the  effect  of  universal  health  insurance  on  the  maldistribution 
of  care  first,  you  will  remember  that  the  bill  introduced  last  year  provided  only 
for  in-hospital  and  hospital  out-patient  department  services.  This  would  have 
funnelled  the  happy  beneficiaries  of  these  minimum  contracts  into  the  most 
expensive  facilities  for  medical  care  that  exist  today  and,  far  from  reducing 
unit  costs,  would  have  increased  them  substantially.  In  addition,  since  our 
hospital  and  out-patient  clinic  facilities  are  already  staggering  under  an  unman- 
ageable load,  both  the  quality  and  availability  of  services  would  have  suffered 
severely. 

"As  far  as  reducing  State  expenditures  is  concerned,  it  seems  clear  to  me 
that  those  receiving  categorical  welfare  assistance  and  those  who  are  defined  as 
medically  indigent  are,  for  the  most  part,  either  unemployed  or  employed  in 
marginal  enterprises  that  could  not  take  on  the  burden  of  paying  all  or  part  of 
their  employees'  health  insurance  bill.  The  State,  therefore,  would  still  be  faced 
with  the  necessity  of  purchasing  health  insurance  policies  for  these  individuals 
and  families. 

"If  this  insurance  eliminated  the  need  for  Medicaid  entirely,  it  would,  indeed, 
effect  a  saving.  The  benefits  provided  under  the  proposed  contracts  were  so 
minimal,  however,  that  the  Medicaid  Program  would  have  to  be  retained  as 
a  major  medical  over-ride  to  take  over  when  the  medically  indigent  have  ex- 
hausted their  meager  benefits  or  require  services  that  are  not  covered  by  the 
contracts.  Universal  health  insurance,  as  proposed,  would  therefore  only  add 
another  administrative  cost  to  that  of  Medicaid.  The  State's  expenditures  would 
be  increased  rather  than  diminished,  although  part  of  those  expenditures  might 
be  hidden  in  another  category  or  budget  item. 

"The  Medical  Society  of  the  State  of  New  York  supports  the  general  principle 
of  comprehensive  health  insurance  for  everyone  provided  it  meets  a  number  of 
criteria  that  were  not  met  by  Governor  Rockefeller's  proposed  bill.  These  criteria 
are  too  lengthy  to  enumerate  at  this  time.  They  were  developed  by  a  special 
committee  on  Proposed  Health  Insurance  Laws  of  the  Medical  Society  of  the 
State  of  New  York. 

"3.  Should  clinics  and  county  health  centers  which  receive  state  aid  for  con- 
struction or  operation  be  obliged  to  provide  services  on  a  capitation  oasis 
to  those  electing  that  coverage? 

"We  do  not  believe  that  they  should.  Aside  from  our  aversion  to  the  coercive 
approach,  we  understand  that  such  clinics  are  generally  designed  and  operated 
to  meet  the  specific  needs  of  their  particular  communities,  They  are  not  neces- 
sarily multispecialty  clinics  that  could  provide  complete  care  as  the  system  of 
capitation  payment  requires. 

"In  view  of  our  observations  on  the  acceptability  of  closed  panel,  prepayment 
care  to  the  public,  we  also  predict  that  the  number  of  subscribers  would  be  too 
few  to  warrant  the  establishment  of  such  clinics  or  make  their  operation  eco- 
nomically sound. 

"4-  Should  the  separate  Blue  Cross  regional  organizations  be  merged?  Should 
they  be  directed  to  provide  uniform  statewide  coverage? 
"Our  answer  to  both  these  questions  is  in  the  negative.  We  believe  that  condi- 
tions, the  make-up  of  the  population,  and  insurance  needs  vary  considerably  from 
one  region  of  the  State  to  another.  The  Blue  Cross  organizations  have  had  long 
experience  and  developed  considerable  expertise  in  their  respective  areas.  Unless 
a  very  substantial  saving  in  operations  could  be  expected  from  merging  them, 
there  is  no  benefit  to  be  derived  from  doing  so.  We  doubt  that  the  efficiency  of 
their  operations  would  be  materially  increased  and  therefore  advise  against  their 
merger. 

"5.  Should  experience  rating  be  eliminated? 

"We  are  emphatically  in  favor  of  eliminating  experience  rating  to  the  maxi- 
mum extent  possible.  The  groups  that  negotiate  experience  rated  contracts  are 
generally  those  whose  members  enjoy  a  better  degree  of  health  than  the  popu- 
lation at  large  and,  as  a  result,  have  a  lower  utilization  of  benefits.  If  large 
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numbers  of  such  groups  are  offered  experience  rated  contracts,  the  rest  of  the 
population,  with  less  favorable  experience,  must  pay  higher  premiums.  Very  often, 
these  are  the  very  people  who  can  least  afford  such  premiums  and,  as  a  result, 
elect  to  forego  health  and  hospital  insurance. 

"The  basic  concept  of  insurance  is  to  spread  the  risks  on  as  broad  a  base  of 
subscribers  as  possible,  thereby  keeping  premiums  at  a  minimum  and  permitting 
optimum  coverage.  Experience  rating  violates  this  concept  and  is  merely  a  conces- 
sion to  the  marketplace  to  help  sell  contracts.  We  therefore  oppose  it. 

"Parenthetically,  the  Committee  might  wish  to  look  into  the  State  and  munici- 
pal governments  in  this  regard  since  I  understand  that  a  very  substantial  per- 
centage of  experience  rated  underwriting  involves  government  employees. 

"6.  Should  a  public  benefits  corporation  he  created  for  the  purpose  of  under- 
writing health  and  hospital  insurance?  Should  the  State  insurance  fund 
be  given  this  power? 

"Our  answer  to  the  first  part  of  this  question  is  no,  which,  of  course,  means  a 
negative  answer  to  the  second  part. 

"The  IX-C  corporations  are  presently  underwriting  health  and  hospital  insur- 
ance at  a  very  acceptable  ratio  of  administrative  costs  to  premium  income.  They 
are  legally  responsible  to  the  public  through  the  State  Insurance  Department  and 
the  courts,  as  recent  events  have  shown.  They  are  generally  under  the  control  of 
boards  of  directors  with  good  community  representation.  They  are  regionalized 
in  a  manner  that  permits  maximum  homogeneity  of  function  within  each  plan 
and,  therefore,  maximum  efficiency. 

"Each  plan  has  developed  contracts  and  riders  that  permit  a  good  degree  of 
flexibility  and  responsiveness  to  needs  in  its  own  community.  None  of  the  plans 
is  perfect  and  mild  correctives  become  necessary  from  time  to  time,  but,  taken 
over-all,  the  IX-C  carriers  provide  good  benefits  within  the  limits  of  the  premiums 
they  are  permitted  to  collect. 

"There  is  no  discernible  reason  to  expect  a  public  benefits  corporation  to  accom- 
plish this  task  more  efficiently.  It  would  have  no  powers,  no  skills,  and  no  means 
of  attracting  more  income  than  the  voluntary  carriers  unless,  of  course,  it  had 
access  to  tax  funds  to  support  its  underwriting,  an  expedient  we  would  stren- 
uously oppose. 

"Finally,  if  past  experience  is  any  criterion,  public  corporations  or  authorities 
have  far  less  accountability  to  the  public  than  do  the  IX-C  carriers.  We  can  see 
no  valid  reason  for  the  formation  of  such  a  corporation. 

"7.  Are  there  more  desirable  approaches  to  providing  prepaid  health  care  than 
are  now  available  through  IX-C  carriers?  Should  the  tax  benefits  accorded 
IX-C  carriers  be  withdrawn? 

"We  know  of  no  approach  to  the  prepayment  of  health  care  that  is  not  now 
being  offered  or  could  not  be  offered  by  one  or  more  of  the  IX-C  or  commercial 
carriers.  It  seems  to  me  that  questions  such  as  these  and  the  preceding  one  com- 
pletely miss  the  major  issues  in  health  care  to  which  we  should  be  addressing 
ourselves.  The  specific  agency  through  which  consumers  channel  their  funds  to 
purchase  benefits  is  not  their  prime  concern  and  should  not  be  ours  as  long  as 
acceptable  administrative  standards  are  met. 

"The  fundamental  problem  is  that  the  public  has  large,  unfulfilled  needs  and, 
at  times,  grandiose  ambitions  in  the  same  area  and  neither  has.  the  ability  or  the 
willingness  to  meet  those  needs  or  realize  those  ambitions.  The  disparity  between 
public  demand  and  our  existing  resources  of  funds,  facilities,  and  manpower  is 
painfully  apparent.  Optimum  utilization  of  these  scarce  resources  is  unques- 
tionably mandatory,  but  it  will  not  appreciably  diminish  the  shortages. 

"Our  primary  concern  should  not,  therefore,  be  what  agency  we  should  utilize. 
It  should  be  to  assess  our  needs  and  our  ultimate  objectives.  It  should  be  to  set 
priorities  on  services  in  order  of  their  importance  and  attainability.  It  should 
be  to  develop  means  of  overcoming  our  health  care  deficits  in  a  minimum  of  time. 

"Once  these  goals  are  clearly  defined,  a  sensible  program  and  timetable  for 
their  attainment  can  be  devised  and  then  will  be  time  enough  to  determine 
whether  the  existing  agencies  such  as  the  IX-C  and  the  commercial  carriers  can 
implement  the  program  or  whether  new  mechanisms  must  be  created. 

To  answer  the  second  portion  of  this  question,  we  do  not  believe  that  the  tax 
benefits  accorded  the  IX-C  corporations  should  be  withdrawn.  Since  they  are 
non-profit  organizations,  any  tax  levied  on  them  must  be  paid  out  of  reserves 
which  must  be  maintained  at  a  given  level  and  which  are  essentially  public  funds 
held  in  trust.  The  taxes  would  inevitably  be  reflected  in  the  premium  structure 
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and  again,  the  increases  would  be  felt  most  severely  by  those  who  have  limited 
ability  to  pay. 

"8.  Should  the  now  separate  Blue  Cross-Blue  Shield  Corporations  be  merged? 

"We  do  not  believe  that  they  should.  In  those  areas  where  there  are  practical 
reasons  for  doing  so,  these  corporations  have  already  sought  and  achieved  com- 
plete or  partial  mergers.  In  New  York  City,  for  instance,  a  formal  and  complete 
merger  would  be  physically  impractical  and  is  unnecessary.  The  local  Blue  Cross 
and  Blue  Shield  already  share  certain  functions  such  as  public  relations,  the 
keeping  of  subscriber  records,  enrollment,  and  billing,  which  they  can  do  more 
economically  together  than  individually.  There  is  no  indication  for  a  closer 
relationship. 

"The  Committee's  attention  is  also  drawn  to  the  fact  that  Blue  Cross  hospital 
expense  coverage  is  sold  in  conjunction  with  other  insurance  programs,  both 
voluntary  and  commercial.  The  merging  of  Blue  Cross  and  Blue  Shield  could 
create  conflicts  of  interest  and  might  seriously  impair  the  sale  of  Blue  Cross 
contracts. 

"Finally,  the  board  of  directors  of  the  two  types  of  organization  differ,  each 
being  best  adapted  to  the  institutions  and  professions  it  deals  with.  A  single, 
merged  board  of  directors  could  not  readily  duplicate  the  manner  in  which  the 
individual  boards  function.  In  those  instances  and  for  those  purposes  in  which 
merger  is  found  to  be  desirable,  the  way  is  open.  There  is  no  valid  reason  to 
make  mergers  mandatory. 

"9.  Should  the  Blue  Cross-Blue  Shield  Corporations  be  directed  to  provide  cover- 
age for  both  medical  and  hospital  services  in  a  single  contract? 
"We  do  not  believe  that  they  should.  Again,  this  would  be  meddling  for  no  good 
reason.  Any  IX-C  carrier  can  now,  by  law,  provide  both  types  of  coverage  and 
virtually  none  have  seen  fit  to  do  so.  Under  the  present  arrangement,  consumer 
groups  enjoy  the  flexibility  of  toeing  able  to  choose  the  combination  of  health 
insurance  plan  and  hospital  plan  that  best  suit  the  requirements  of  their  members 
and  the  premiums  they  are  capable  of  paying.  A  single  contract  would  require 
either  a  merger  or  rather  complicated  financial  arrangements  and  would  accom- 
plish no  purpose. 

"Before  closing,  I  would  like  to  make  a  general  observation.  Throughout  these 
nine  questions,  the  Committee  shows  a  preoccupation  with  merging  functions, 
centralizing  procedures,  and  tightening  controls.  Until  recently,  this  type  of 
activity  has  been  associated  in  the  public  mind  with  maximum  efficiency  and 
economy.  It  is  now  becoming  apparent  that  such  measures  are  often  self-defeating 
and  that  local  or  regional  planning,  organization,  and  action  are  often  more 
productive  and  economical  in  the  provision  of  health  services. 

"We  therefore  urge  the  Committee  and  the  State  government  to  make  objective 
evaluations,  based  on  accurate  observations  and  data,  before  making  sweeping 
changes  in  the  health  service  delivery  system.  The  history  of  Medicaid  demon- 
strates the  heavy  penalty,  in  terms  of  human  suffering,  that  precipitate  and  ill- 
considered  action  can  exact. 

"Again,  I  would  like  to  offer  the  advice  and  cooperation  of  the  Medical  Society 
of  the  State  of  New  York  in  the  planning  and  implementation  of  improvements 
in  health  care.  Thank  you  for  this  opportunity  to  present  the  views  of  the  Society 
on  these  important  matters." 

I  would  at  this  time,  Gentlemen  of  the  Committee,  wish  to  submit  a  critique  of 
the  Compulsory  Health  Security  Act  of  New  York  State,  Senate  Bill  5417,  which 
I  sincerely  hope  will  shed  some  additional  light  on  this  problem. 

And,  finally,  I  would  wish  to  submit  for  background  information  a  statement 
made  by  George  Himler,  M.D.  at  a  recent  hearing  conducted  by  the  New  York 
State  Joint  Legislative  Committee  on  Problems  of  Public  Health,  Medicare, 
Medicaid  and  Compulsory  Health  and  Hospital  Insurance. 

I  sincerely  believe  these  materials  will  prove  invaluable,  and  enable  you  gentle- 
men to  reach  adequate  and  just  conclusions  concerning  the  contemplation  of 
compulsory  or  universal  health  insurance  on  a  national  level  through  the  mech- 
anism of  Social  Security. 

I  would  like  to  conclude  these  materials  by  reiterating  that  the  medical  profes- 
sion is,  in  our  estimation,  not  opposed  to  the  principle  of  compulsory  or  universal 
health  insurance,  providing  adequate  safeguards  are  prepared  to  guarantee  the 
rights  of  the  recipients  of  these  services  while  at  the  same  time  guaranteeing  the 
rights  of  the  providers  of  service  on  a  fee-for-service  basis  reflecting  the  phi- 
losophy of  the  professional  on  the  American  scene.  The  Nassau  County  Medical 
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Society  as  a  component  of  the  Medical  Society  of  the  State  of  New  York  stands 
ready  and  willing  to  cooperate  with  our  legislators  to  improve  present  systems 
for  the  delivery  of  medical  and  related  services,  and  to  develop  new  ones  where 
necessary,  reflecting  the  objective  judgment  of  physicians  and  other  medical  pro- 
fessionals wherever  needed.  I  believe  it  is  fitting  to  indicate  that  the  almost  uni- 
versal acceptance  of  Medicare  constitutes  a  national  endorsement  of  the  fact 
that  wherever  government  and  the  American  physician  have  sincerely  engaged 
in  an  effort  to  mutually  serve  our  people,  the  end  product  has  been  one  that  has 
reflected  both  quality  and  quantity  of  medical  care.  The  utilization  of  this  experi- 
ence can  again  serve  to  develop  a  product  which  will  reflect  and  provide  for  the 
legitimate  concerns  of  the  providors  and  recipients  of  medical  care  on  a  national 
basis. 

By  Ralph  S.  Emerson,  M.D.,  Chairman  Committee  on  Proposed  Health 

Insurance  Law 

critique  of  compulsory  "health  security  act,"  s.  5417 

While  the  intent  of  providing  hospital  insurane  and  cost  controls  and  account- 
ing is  laudable,  the  principles  and  contents  embodied  in  this  legislation  are  unac- 
ceptable in  its  present  form  for  the  following  reasons  : 

I.  This  legislation  channels  the  consumer  into  the  hospital  which  is  the 
most  expensive  area  of  health  care  and  further  escalates  the  per  diem  hos- 
pital costs. 

II.  It  promises  the  consumer  a  service  it  cannot  deliver  because  of  short- 
ages of  key  medical  and  other  health  personnel. 

Comment:  Recent  testimony  and  newspaper  accounts  report  delays  of  several 
weeks  in  x-ray  and  other  diagnostic  examinations  in  out-patient  departments  in 
our  major  cities  because  of  the  shortage  of  radiologists,  pathologists,  technicians, 
etc.  This  legislation  will  direct  more  traffic  into  the  OPD  and  further  compound 
the  overcrowded  conditions  with  additional  delay  and  confusion. 

III.  This  legislation  is  being  presented  as  a  hospital  insurance  program 
comparable  to  Blue  Cross  and  and  dose  not  involve  the  physician.  This  con- 
cept is  fallacious  as  it  includes  many  physician-services  such  as  the  follow- 
ing: 

(a)  Under  the  Health  Insurance  Benefits  provisions  on  pages  9  and 
10,  paragraph  908  1. (H),  it  includes  the  services  of  anesthesiologists, 
pathologists,  and  radiologists  "provided  he  is  a  salaried  employee  of  the 
hospital  or  by  a  hospital  staff  member  with  whom  the  hospital  has  a 
fiscal  arrangement." 

Comment:  Every  hospital  who  participates  in  the  Medicare  Act  must  have  at 
least  a  fiscal  arrangement  with  the  above  specialist  to  identify  the  administrative 
and  professional  phases  of  their  work.  Therefore,  all  of  these  physicians  in  most 
every  accredited  hospital  in  the  state  would  come  under  this  provision.  This  is 
contrary  to  the  intent  of  Congress  to  protect  the  rights  of  these  physicians  under 
the  Medicare  Act  and  establishes  a  new  and  double  standard. 

(b)  Under  the  Health  Insurance  Benefits  provisions  regarding  diag- 
nostic or  evaluation  services,  out-patient  hospital  care,  and  surgery 

(p.  11,  paragraph  908  5.  (b)  (c)  (d)),  the  specifics  regarding  physician 
services  are  vague  and  subject  to  varied  interpretation  regarding  the 
hospital  and  physician  responsibilities  and  obligations.  If  physician 
services  are  not  included,  it  should  be  so  stated. 

IV.  The  proposed  Commission  makes  no  provision  for  practicing  physician 
representation,  even  though  physician  services  are  vital  to  the  success  of  the 
Act. 

V.  The  Act  violates  the  Bill  of  Rights  of  the  consumer  and  the  physician 
which  the  Congress  has  clearly  defined  in  the  Medicare  Act. 

Comment:  The  consumer  is  denied  the  right  to  select  the  facility  of  his  choice 
such  as  the  radiologist  or  laboratory  for  his  diagnostic  workup.  The  radiologist 
or  pathologist  who  maintains  a  private  laboratory  and  other  physicians  are  dis- 
criminated against  by  having  his  patients  channeled  into  the  hospital  or  other- 
wise lose  their  benefits  from  this  Act. 

VI.  The  estimated  cost  of  this  package  exceeds  the  combined  Blue  Cross- 
Blue  Shield  premiums  in  many  areas  of  the  State. 

VII.  The  Act  attempts  to  solve  the  Medicaid  rollback  problem  by  offering  a 
panacea  which  will  only  stockpile  the  problems. 
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Comment:  There  are  many  unanswered  questions  regarding  the  coverage  and 
administration  of  this  legislation.  The  interpretation  of  ambiguous  sections  of 
this  legislation  could  have  a  profound  effect  on  the  quality  of  medical  care  and 
the  delivery  of  services  which  is  of  great  concern  to  the  medical  profession.  There 
has  been  no  consultation  or  in-depth  study  with  the  Medical  Society  of  the  State 
of  New  York  regarding  this  specific  Act.  The  unfortunate  experience  with  the 
administration  of  Medicaid  should  have  served  some  useful  purpose  in  avoiding 
future  mistakes.  Adequate  preparations  to  iron  out  the  wrinkles  in  this  legisla- 
tion is  in  order  at  this  time. 

VIII.  Enactment  of  this  Act  in  its  present  form  will  result  in  a  "brain 
drain"  of  vital  medical  specialties  from  this  state. 

Comment:  It  is  indeed  difficult  at  the  present  time  to  recruit  radiologists, 
pathologists,  and  anesthesiologists  to  fill  the  positions  in  our  hospitals.  If  these 
specialists  are  forced  by  this  legislation  to  become  salaried  hospital  employees, 
the  "brain  drain"  of  these  key  physicians  will  accelerate. 

Conclusion 

The  general  concept  of  cost  control  and  hospital  insurance  is  good.  The  fine 
print  in  this  Act  is  very  disturbing  and  at  times  very  ambiguous. 

If  the  interpretation  connoting  physicians  services  in  the  out-patient  depart- 
ment and  emergency  room  as  a  hospital  service,  as  expressed  by  the  general 
counsel  of  the  Joint  Legislation  Committee,  is  to  the  effect  that  the  cost  of  this 
service  would  be  calculated  as  part  of  the  hospital  per  diem  reimbursement  for- 
mula, the  physicians  would  become  a  hospital  employee.  This  is  a  distinct  depar- 
ture in  the  deliverance  of  medical  services  and  would  wipe  out  the  private 
practice  of  medicine  in  many  areas  of  the  State.  It  would  also  accelerate  the 
"brain  drain"  from  the  cities  which  is  already  taking  place  and  would  also  set  in 
motion  a  "brain  drain"  of  physicians  leaving  NewT  York  State.  If  this  interpreta- 
tion is  correct,  this  legislation  will  be  the  "sleeper"  bill  with  disastrous  conse- 
quences for  the  people  of  New  York  State. 

Until  these  interpretations  and  many  others  are  clarified,  we  must  strongly 
oppose  S.  5417  in  the  present  form,  as  we  are  convinced  this  legislation  is  not  in 
the  consumer's  interest. 

We  believe  this  legislation  is  focusing  on  the  wrong  target  area.  Instead  of 
attempting  to  establish  a  new  system  with  new  concepts  to  cover  most  of  the 
population  in  New  York  State,  it  would  be  more  prudent  to  address  legislation 
to  the  area  of  need  which  is  the  low  income  segment  who  have  been  affcted  by  the 
rollback  of  Medicaid. 

At  the  February  1968  meeting  of  the  House  of  Delegates  of  the  Medical  Society 
of  the  State  of  New  York,  it  was  recommmended  that  a  health  insurance  program 
be  established  for  the  segment  of  the  population  affected  by  the  Medicaid  rollback 
on  a  cost  sharing  basis  identical  with  Title  18  A  and  B  of  the  Medicare  Act.  This 
program  has  been  quite  successful,  has  earned  the  support  of  the  public  and  physi- 
cian, and  has  preserved  quality  medical  care.  Experience  has  been  gained  by  the 
insurance  carriers  and  administrative  interpretations  have  been  clarified.  It 
could  be  extended  with  some  modifications  to  include  the  Medicaid  patients  and 
have  a  much  better  chance  of  success  than  to  attempt  to  introduce  a  foreign  con- 
cept of  health  care  to  cover  14  million  people  and  aggravate  the  critical  shortage 
of  physicians  who  are  essential  to  provide  health  services  for  all  the  people  in 
the  State  of  New  York. 

We  urge  the  legislature  and  the  Governor  not  to  consider  S.  5417  at  this  time, 
to  reassess  its  goals,  and  to  institute  a  dialogue  with  the  Medical  Society  of  the 
State  of  New  York  to  the  end  that  constructive  legislation  will  evolve  which  will 
serve  the  people  and  preserve  quality  medical  care. 

Statement  by  George  Himler,  M.D.,  at  Public  Hearing  Conducted  by  the 
New  York  State  Joint  Legislative  Committee  on  Problems  of  Public 
Health,  Medicare,  Medicaid,  and  Compulsory  Health  and  Hospital  In- 
surance, in  Conjunction  With  the  Temporary  State  Commission  To  Revise 
the  Social  Services  Law  October  3,  1969 

My  name  is  George  Himler,  M.D.  I  am  chairman  of  the  Policy  and  Negotiating 
Committee  on  Government  Supported  Health  Plans  of  the  Medical  Society  of  the 
State  of  New  York  and  chairman  of  the  identical  committee  of  the  Coordinating 
Council  of  the  Five  County  Medical  Societies  of  New  York  City.  I  speak  for  both 
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these  organizations,  in  discussing  the  following  Medicaid  topics,  which  your  com- 
mittee selected  for  today's  agenda. 

1.  The  extent  to  which  the  present  system  is  subject  to  fraud,  misuse,  and  over- 

use on  the  part  of  the  recipients  and  providers  of  services 

2.  The  extent  to  which  peer  review  and  audit  groups  or  new  control  systems  can 

prevent  program  abuses 

The  Committee's  first  two  questions  are  best  answered  as  one.  We  believe  that 
almost  any  system  that  can  be  devised  is  subject  to  some  fraud,  misuse,  or  over- 
use. We  agree  that  it  is  the  responsibility  of  government  to  protect  the  public 
against  the  waste  of  its  funds  by  assuring  itself  that  services  and  supplies  that 
are  being  billed  for  have  actually  been  delivered  and  that  they  are  of  acceptable 
quality.  Most  of  the  municipal  and  local  governments  that  administer  Medicaid 
Programs  have  established  a  system  of  checks  of  one  kind  or  another.  Naturally, 
their  scope  and  effectiveness  varies  from  place  to  place. 

To  supplement  government  efforts,  the  medical  profession  has  accepted  the 
responsibility  of  monitoring  program  costs,  helping  to  contain  them,  and  auditing 
quality — all  through  a  system  of  peer  review. 

Peer  review  is  basically  an  expression  of  the  intent  of  the  medical  profession 
to  oversee  the  performance  of  individual  physicians  in  all  aspects  of  the  delivery 
of  health  care  through  their  own  local,  state,  and  national  organizations  as  an 
alternative  to  government  policing  and  control. 

There  is  ample  precedent  for  this.  In  the  early  nineteen  hundreds,  a  self 
study  conducted  by  the  medical  profession  resulted  in  sweeping  reforms  in  medi- 
cal education.  It  was  the  medical  profession  that  voluntarily  established  minimum 
standards  of  training  and  post-graduate  study  for  generalists  and  specialists. 
The  medical  profession  created  the  tissue  committees  that  were  the  forerunners 
of  the  modern  audit  committees.  It  was  the  medical  profession  that  undertook 
utilization  control  years  before  it  became  mandatory  under  P.L.  89-97. 

Organizations  of  physicians  comprise  the  largest  part  of  the  Joint  Commission 
on  the  Accreditation  of  Hospitals  that  sets  standards  for  hospital  performance. 
Many  medical  societies  voluntarily  established  grievance  committees  to  hear 
and  adjudicate  fee  disputes  between  physicians  and  individual  patients  or  third 
party  payers.  The  Grievance  Committees  of  the  State  Education  Department 
which  serve  to  protect  the  public  against  unscrupulous  and  illegal  practices  are 
composed  entirely  of  physicians.  Finally,  the  medical  societies  nominate  and 
provide  the  impartial  specialists  to  the  Workmen's  Compensation  Board,  who 
adjudicate  disputes  between  physicians  and  carriers  on  medical  necessity,  pro- 
priety of  treatment,  and  fees.  These  supervisory  activities  of  organized  medicine 
have  been  in  effect  for  some  time  and  have  proven  their  efficacy.  There  is  a 
plethora  of  evidence,  therefore,  to  prove  that  the  medical  societies  have  both 
the  will  and  the  ability  to  police  their  few  "bad  actors." 

Peer  review  actually  encompasses  all  the  individual  functions  I  have  outlined. 
It  includes  medical  audit,  utilization  review,  grievance  procedures,  the  moni- 
toring of  fees,  and  the  enforcement  of  medical  ethics.  There  is  literally  no  aspect 
of  physician  activity  that  is  not,  or  cannot  be,  subject  to  peer  review. 

In  most  instances  hospital  medical  boards  and  the  medical  societies,  in  addition 
to  passing  judgment,  have  the  power  to  apply  corrective  measures  where  thosp 
are  indicated.  Perhaps  the  only  exception  is  in  cases  of  fraud  which  must,  by 
law,  be  referred  to  the  State  Education  Department. 

It  is  worth  noting  that  experience  with  these  review  functions  has  shown  that 
2%  to  3%  of  physicians  are  responsible  for  over  90%  of  abuse  and  complaint  and 
that  the  mere  existence  of  policing  agencies  and  committees  has  a  salutary 
preventive  effect.  In  view  of  these  observations,  it  would  be  ill-advised  to  establish 
more  than  a  spot  check  system  of  supervision.  Hospitals  have  already  set  up 
their  control  mechanisms.  Modern  computerization  can  readily  be  applied  to 
ambulatory  services  to  screen  cases  for  peer  review. 

The  control  systems  to  detect  and  prevent  abuse  are  therefore  already  at  hand. 
The  major  thrust  of  the  activities  of  the  Medical  Society  of  the  State  of  New 
York  this  year  will  be  to  encourage  and  assist  local  medical  societies  to  further 
develop  and  refine  their  peer  review  functions.  Proper  utilization  of  spot  checks 
and  reviewing  can  and  will  cut  down  abuse  to  an  irreducible  minimum. 

I  realize  that  I  am  speaking  only  for  the  medical  profession  in  this  regard. 
I  do  not  know  how  well  advanced  the  concept  and  implementation  of  peer  review 
is  among  the  other  health  professions.  I  am  willing  to  venture,  however,  that 
all  the  health  professions  would  be  willing  to  underwrite  the  principle  and,  with 
assistance  if  necessary,  develop  such  a  system. 
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S.  Whether  there  is  duplication  of  services  and  unnecessary  delay  and  "red- 
tape"  resulting  from  the  division  of  authority  between  the  health  depart- 
ment and  the  social  services  department 

Our  medical  society,  acting  on  the  complaints  of  physicians,  has,  on  many 
occasions,  objected  to  the  red  tape  and  delays  that  have  characterized  the  Medi- 
caid Program  from  its  inception.  In  spite  of  these  objections,  there  has  been 
little  or  no  sign  of  improvement. 

One  of  the  major  complaints  has  been  on  the  procedures  required  of  participat- 
ing physicians.  In  spite  of  our  repeated  urging,  the  State  Department  of  Social 
Services  has  stubbornly  declined  to  impose  a  uniform  set  of  rules,  regulations,  and 
procedures  on  the  local  offices.  As  a  result,  each  such  office  administers  its 
program  in  its  own  fashion.  Physicians  who  deal  with  several  county  agencies, 
therefore,  have  multiple  sets  of  regulations  to  abide  by  and  must  use  a  variety 
of  report  and  bill  forms. 

In  many  areas,  the  invoice  forms  are  unnecessarily  involved  and  require  too 
much  clerical  work  to  complete.  Billing  for  services  rendered  to  patients  who 
have  both  Medicare  and  Medicaid  coverage  is  excessively  cumbersome  and 
involves  delays  in  payment. 

Our  second  major  objection  has  been  the  inefficiency  of  the  local  offices  in 
handling  claims,  paying  for  services  rendered,  and  informing  physicians  of  the 
status  of  the  accounts  they  are  carrying.  Claims  for  services  rendered  are  often 
lost  and  must  be  resubmitted  at  the  cost  of  extra  clerical  work  and  additional 
waiting  time  for  payment.  Even  when  payments  are  made  on  the  initial  invoice, 
they  are  often  delayed  for  several  months. 

In  New  York  City,  the  Social  Service  Department  blithely  assured  us  that 
sophisticated  data  processing  equipment  has  been  installed  and  that  payment  was 
made  within  two  weeks  of  the  receipt  of  a  bill.  This  was  contrary  to  our  experi- 
ence so  it  was  no  surprise  to  read  in  the  New  York  newspapers  less  than  a  month 
ago  that  the  Medicaid  Bureau  was  forced  to  order  its  employees  to  work  overtime 
to  "reduce  the  almost  incredible  backlog  of  Medcaid  bills."  It  was  also  reported 
in  the  same  articles  that  the  city,  as  a  result  of  this  backlog,  had  lost  millions  of 
dollars  in  state  and  federal  matching  funds  because  the  processing  of  bills  had  not 
teen  completed  within  one  year  of  the  rendering  of  the  service.  The  computers 
seem  to  have  lost  their  sophistication. 

The  manner  in  which  the  Medicaid  Program  has  been  managed  has  naturally 
aroused  our  interest  in  just  how  much  of  its  high  cost  can  be  ascribed  to  in- 
efficient management.  We  have  consistently  been  refused  information  on  the  cost 
of  administration.  All  voluntary  and  commercial  carriers  keep  careful  records 
on  the  ratio  of  administrative  expense  to  total  premiums  or  total  expenditures 
and  they  consider  this  a  fundamental  standard  in  judging  their  performance.  The 
voluntary  carriers  are  required  by  law  to  keep  their  administrative  expense  below 
certain  set  percentages.  Why  is  this  not  done  in  Medicaid? 

Physicians  are  constantly  and  publicly  castigated  for  the  failures  of  the 
Medicaid  Program  and  accused  of  escalating  its  costs.  Has  anyone  investigated 
the  cost  of  its  administration?  Do  not  we  and  the  public  have  the  right  to  know 
how  many  millions  are  wasted  in  faulty  and  inept  operation?  If  the  providers  of 
services  are  legitimately  subject  to  investigations,  audit,  and  review,  why  are 
not  the  administrators  similarly  investigated,  especially  when  evidence  of  in- 
efficiency is  there  for  all  to  see?  If  there  are  to  be  standards  of  performance  for 
providers  under  the  program,  where  are  the  standards  for  the  government  agen- 
cies that  run  it? 

It  is  now  three  full  years  since  the  Medicaid  Program  was  launched  in  this 
state.  It  seems  hardly  unreasonable  to  expect  that  the  Department  of  Social 
Services  and  the  Department  of  Health  show  evidence  of  planning  and  ability  to 
cope  with  the  operation  by  now  if  they  are  ever  to  do  so. 

Jf.  Should  the  cooperative  agreement  between  the  social  service  department  and 
the  health  department  be  revised? 
We  are  of  the  opinion  that  the  revision  of  the  agreement  is  immaterial.  We 
believe  that  two  government  agencies  cannot  possibly  manage  a  single  program 
well  regardless  of  the  agreement  between  them.  It  is  significant  that  the  commit- 
tee even  had  reason  to  question  whether  there  is  "duplication  of  services,  delay, 
and  red  tape"  in  the  program.  There  is,  in  abundance.  The  manner  in  which  the 
welfare  assistance  program  is  being  conducted  and  the  sad  state  of  Medicaid 
after  three  years,  give  us  little  hope  for  better  results  in  the  future  under  cur- 
rent auspices. 
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We  have  long  believed  that  Medicaid  should  be  operated  by  a  single  body  of 
established  competence  that  is  responsible  and  publicly  accountable  for  the  entire 
program.  We  further  believe,  that,  once  policy  is  established,  the  voluntary 
health  and  hospital  insurance  carriers  could  do  the  actual  administration  effi- 
ciently and  cheaply.  Legislation  to  permit  such  and  arrangement  already  exists. 
The  placing  of  Medicaid  under  a  single  agency  should  be  accomplished  without 
further  delay.  Our  answer  to  question  six  is  brief  and  will  be  given  out  of  turn  to 
dispose  of  it  before  the  balance  of  this  presentation. 

5.  Should  the  20%  co-payment  provision  ,be  retained? 

We  believe  that  it  should  not.  This  co-payment  requirement  applies  to  those  who 
are  considered  medically  indigent  but  who  are  not  on  categorical  assistance.  The 
top  income  level  to  qualify  for  Medicaid  is  now  $5,000  per  year  for  a  family  of 
four  which  is  below  the  old  Kerr-Mills  ceiling  of  $5,300.  Families  in  this  income 
range  cannot  afford  co-payment  for  any  substantial  amount  of  service.  The  co- 
insurance amount  is  therefore  frequently  uncollectable.  It  then  either  becomes  an 
additional  contribution  on  the  part  of  the  provider  of  services  or,  by  cutting  the 
reimbursement  for  care,  if  further  diminishes  the  accessibility  of  health  services 
to  the  medically  indigent. 

I  would  further  remind  the  committee  that  these  individuals  and  families  in 
many  instances  discontinued  their  voluntary  health  insurance  policies  when  they 
became  eligible  for  Medicaid.  They  now  have  no  resources  from  which  to  make 
out-of-pocket  payments. 

6.  Should  current  fee  schedules  be  revised? 

Recent  events  have  taught  us  caution  so  we  will  make  the  preliminary  assump- 
tion that  the  question  means  "should  current  fee  schedules  be  revised  upward"? 
The  discussion  will  be  directed  primarily  toward  medical  fees  although  they  are 
undoubtedly  applicable  to  other  services. 

When  Governor  Rockefeller  was  first  considering  the  administrative  reduction 
of  physicians'  fees  under  Medicaid,  the  Medical  Society  of  the  State  of  New  York 
prepared  a  memorandum  opposing  a  reduction,  giving  reasons  for  its  objections, 
and  predicting  the  outcome  if  fees  and  payments  were  cut  back.  The  memorandum 
was  presented  to  the  Governor  on  or  about  March  27  of  this  year.  Since  time  does 
not  permit  me  to  cover  it  in  its  entirety,  I  have  brought  copies  to  leave  with  the 
committee  for  its  information  and  I  will  confine  myself  to  covering  only  a  few 
salient  facts. 

The  memorandum  pointed  out  that  the  New  York  State  maximum  fee  schedule 
of  1966  was  adopted  unilaterally,  over  the  protests  of  the  medical  profession. 
The  schedule  was  the  estimated  to  be  an  average  of  35%  below  the  usual  or 
"going"  rates,  with  specific  percentages  varying  from  community  to  community. 
More  than  three  years  elapsed  without  an  upward  revision  during  which  time  the 
cost  of  living,  and  practicing  medicine,  increased  by  5%  to  6%  per  year.  The 
originally  sub-standard  schedule  was  therefore  reduced  by  15%  to  18%  by  attri- 
tion alone.  When  added  to  this  onging  erosion  of  fees,  the  20%  rollback  imposed 
by  the  Governor  reduced  physician  reimbursement  to  a  level  considerably  below 
that  of  the  old  Book  V  schedule. 

In  the  memorandum  to  the  Governor,  it  was  pointed  out  that  physicians  were 
already  unhappy  with  the  administration  of  Medicaid  and  the  State  Society 
predicted  that  a  reduction  in  fees  would  trigger  a  mass  withdrawal  from  the 
program.  This  has  indeed  happened.  We  have  received  literally  hundreds  of 
letters,  many  of  them  copies  of  originals  to  the  Governor,  announcing  the  decisions 
of  individual  physicians  to  discontinue  accepting  Medicaid  patients.  Almost  all  of 
these  were  from  upstate  since  physician  participation  in  the  program  in  New 
York  City  was  negligible  from  the  beginning. 

I  have  accompanied  the  president  of  our  State  Society  on  a  number  of  visits 
to  upstate  county  medical  societies  and  participated  in  meetings  devoted  entirely 
to  the  problems  of  Medicaid.  Without  exception,  the  physicians  who  spoke 
expressed  frustration  and  bitterness.  They  discussed  ways  and  means  of  trans- 
ferring their  Medicaid  patients  to  free  facilities  because  they  could  no  longer 
afford  to  carry  them  as  private  patients  in  their  own  offices.  Many  expressed  a 
willingness  to  man  clinics  at  minimal  fees  or  free  of  charge  if  the  communities 
would  set  up  facilities  and  provide  ancillary  personnel  for  the  care  of  Medicaid 
patients.  Finally,  and  most  significantly,  they  were  emphatic  in  stating  that,  in 
the  future,  they  would  not  support  government  programs  that  did  not  make 
formal  provision  for  them  to  negotiate  the  terms  and  conditions  for  their  service. 
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For  the  committee's  information,  the  Policy  and  Negotiating  Committee  of 
which  I  am  chairman,  was  created  by  the  State  Medical  Society  for  just  that 
purpose  and,  on  two  occasions,  the  Governor  has  denied  our  request  that  he 
appoint  a  group,  with  power  to  act,  to  meet  with  us  on  a  regular  basis.  Our  only 
contacts  have  been  with  the  Commissioners  of  Health  and  Social  Services,  who 
literally  have  no  authority.  We  have  had  two  short  and  non-productive  meetings 
with  the  Governor  and  have  had  to  channel  our  attempts  to  modify  this  program 
through  meetings  with  our  legislators,  recourse  to  the  information  media,  and 
public  hearings  such  as  this.  This  has  involved  much  effort  on  our  part  and  has 
had  little  or  no  effect.  I  think  that  government  should  be  made  aware,  at  this 
point,  that  physicians  will  no  longer  render  their  services  under  programs  that 
deliberately  and  systematically  deprive  them  of  a  voice. 

We  have  also  been  concerned  with  hospital  reimbursement  as  it  affects  the 
delivery  of  health  services.  In  our  memorandum,  we  warned  the  Governor  of  the 
crisis  that  would  ensue  if  payments  to  hospitals  for  services  rendered  to  Medicaid 
patients  were  frozen.  They  were  frozen  nevertheless,  and  that  crisis,  at  least  in 
New  York  City,  is  with  us  now. 

It  seems  to  us  that  Government  should  finally  realize  that  it  cannot  legislate 
or  decree  bargains  in  health  care  because  they  simply  do  not  exist.  Hospitals 
cannot  incur  heavy  deficits  in  providing  services  for  public  charges  such  as 
Medicaid  patients  and  long  survive.  Physicians  cannot  render  personal,  private 
care  at  reimbursement  rates  that  do  not  even  cover  their  overhead  costs.  The 
Government  of  this  state  in  1966  proudly  announced  to  the  medically  indigent 
that  they  had  been  granted  the  dignity  of  being  treated  like  all  other  patients. 
The  welfare  discount  principle  was  supposedly  abandoned  and,  with  it,  the 
demeaning  conditions  under  which  welfare  patients  formerly  received  health 
services.  They  thenceforth  were  to  have  the  status  of  private  patients  and  have 
physicians  of  their  own  choice  if  they  so  desired.  They  had  been  brought  into 
the  mainstream  of  medicine. 

Now,  three  years  later,  the  medically  indigent  are  faced  with  cruel  disillusion- 
ment. Eligibility  levels  for  medical  assistance  are  lower  than  those  of  the  old 
Kerr-Mills  formula  so  that  fewer  of  the  poor  can  qualify  for  aid.  The  providers 
of  services  have  been  so  antagonized  and  alienated  that  they  are  leaving  the 
program  in  droves,  causing  the  medically  indigent  to  fall  back,  as  before,  on  the 
clinics,  emergency  rooms,  and  teaching  wards  of  voluntary  and  municipal  hos- 
pitals. At  the  same  time,  these  hospitals,  due  to  persistent  underfinancing  by 
the  state,  are  cutting  back  on  services  and  will  naturally  retrench  in  areas  where 
reimbursement  is  least.  The  means  test  has  not  been  eliminated,  and  the  welfare 
aura  has  not  been  dissipated.  In  summary,  three  years  of  Medicaid  and  the 
expenditure  of  huge  sums  of  money  have  done  no  more  than  bring  about  a  disas- 
terous  deterioration  in  the  health  care  of  the  poor. 

Since  Medicaid  has  been  such  a  resounding  failure  it  must  now  be  either 
rebuilt  or  replaced.  I  would  warn  the  committee,  however,  against  making  the 
easy  assumption  that  a  compulsory  health  insurance  program  will  eliminate  the 
problems  of  the  poor  in  obtaining  health  care  or  diminish  the  financial  burden  on 
the  state.  As  we  testified  yesterday,  the  state  will  still  have  to  buy  health  and 
hospital  insurance  for  the  indigent,  who,  by  and  large,  are  unemployed.  The  state 
will  still  have  to  buy  services  for  them  when  their  slim  insurance  benefits  are 
exhausted  and  when  they  require  services  that  are  not  covered  by  their  contracts. 
In  other  words,  whether  or  not  a  compulsory  health  insurance  law  is  enacted, 
a  medical  assistance  program  will  still  be  necessary  and  it  must  be  a  drastic 
improvement  over  what  we  now  have. 

7.  Any  suggestions  with  respect  to  the  scope  and  operation  of  the  Medicaid 
program? 

We  offer  the  following  recommendations  as  an  absolute  minimum  to  make  the 
Medicaid  Program  functional : 

(a)  Centralize  the  operation  of  Medicaid  in  one  independent  department 
or  turn  over  its  operation  to  the  voluntary  health  and  hospital  insurance 
carriers. 

(o)  Establish  and  enforce  standards  of  efficiency  in  administration  for 
whatever  agency  that  has  the  responsibility  for  the  program. 

(c)  Simplify  rules,  regulations,  and  billing  procedures  and  standardize 
them  throughout  the  state. 

(d)  Abandon  punitive  and  irresponsible  fiscal  policies  and  provide  ade- 
quate reimbursement  for  the  providers  of  services.  We  have  always  been  of 
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the  opinion  that  the  adoption  of  the  usual,  customary  and  reasonable  concept 
of  payment  would  not  increase  the  state's  cost  excessively.  If  that  principle 
for  payment  cannot  now  be  accepted,  at  least  bring  fee  schedules  into  reason- 
able correspondence  with  current  rates. 

(e)  Provide  necessary  incentives  for  economical  and  efficient  operation  of 
hospitals  and  then  pay  them  on  the  basis  of  their  costs  PLUS  allowances 
for  plant  depreciation. 

(/)  Establish  a  single  agency  to  meet  regularly  with  the  representatives 
of  the  health  professional  associations  for  the  purpose  of  negotiating  the 
terms  and  conditions  under  which  services  are  to  be  rendered. 

(g)  Control  abuse  of  the  program  by  utilizing  the  peer  review  mechanisms 
offered  by  the  state  and  county  medical  societies,  and  call  for  the  development 
of  such  programs  by  the  other  health  professions  if  they  do  not  already  exist. 
The  Medical  Society  of  the  State  of  New  York  and  the  Coordinating  Council 
stand  ready  to  cooperate  and  assist  in  improving  present  systems  and  developing 
new  ones  where  needed.  The  history  of  Medicaid  establishes  the  fact  that  govern- 
ment cannot  do  it  alone.  I  thank  the  committee  for  this  opportunity  to  express 
the  views  of  the  medical  societies  I  represent,  and  I  am  hopeful  that  the  sugges- 
tions offered  will  be  instrumental  in  revitalizing  our  ailing  program  of  medical 
assistance. 


House  of  Representatives, 
Washington,  D.C.,  October  17,  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Committee  on  Ways  and  Means, 
Longworth  House  Office  Building, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  I  am  enclosing  a  letter  which  I  have  received  from 
Doctor  Herbert  W.  Johnson,  President  of  the  Association  of  Minnesota  Internists. 

In  view  of  the  content  of  Doctor  Johnson's  letter,  I  felt  I  should  bring  it  to  your 
attention  for  consideration  in  connection  with  your  Committee's  current  hearings 
on  proposals  to  amend  the  Social  Security  Act.  I  would  appreciate  Doctor  John- 
son's letter  being  made  a  part  of  your  Committee's  hearings  record. 

With  kindest  regards, 
Sincerely  yours, 

Ancher  Nelsen, 
Member  of  Congress. 

Association  of  Minnesota  Internists, 
Minneapolis,  Minn.,  September  24,  1969. 

Hon.  Ancher  Nelsen, 
House  of  Representatives, 
Rayburn  House  Offiice  Building, 
Washington,  D.C. 

Dear  Sir:  The  purpose  of  this  letter  is  to  acquaint  you  with  certain  facts 
which  you  should  have  in  hand  in  order  to  make  a  proper  assessment  of  the 
current  developments  in  our  "crisis  in  health  care." 

The  Association  of  Minnesota  Internists,  together  with  responsible  physicians 
in  every  medical  specialty,  has  dedicated  its  time  and  talent  toward  insuring  the 
citizens  of  our  State  excellence  in  health  care.  They  have  assumed  responsible 
leadeship  in  implementing  the  complex  Federal  Medicare  and  Medicaid  Program, 
and  are  grappling  with  the  enormous  task  of  developing  a  system  by  which  we 
can  assure  our  citizens  access  to  quality  health  care. 

While  we  recognize  that  our  profession  may  have  its  share  of  opportunists,  no 
one  is  more  anxious  than  our  responsible  majority  that  they  be  censured.  As  an 
example,  our  Organization  has  volunteered  its  services  to  the  Medicare  inter- 
mediary to  provide  peer  group  review. 

While  we  agree  with  the  President  that  a  "major  crisis  looms  in  health  care," 
we  must  vigorously  protest  the  Administration's  pronouncements  which  make 
the  physician  the  "scapegoat"  for  the  ills  of  a  system  of  which  they  may  be  a 
cornerstone,  but  are  certainly  not  the  architects.  Such  action  jeopardizes  our 
entire  voluntary  health  care  system  by  alienating  at  the  very  time  when  close 
cooperation  between  government  and  the  providers  of  care  is  essential. 
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We  ask  you  to  use  the  influence  of  your  high  office  to  bring  into  focus  the  real 
issues  in  health  care  delivery,  and  to  direct  the  activities  of  available  talent 
toward  the  development  of  responsible  solutions  to  our  common  problems. 

We  believe  the  following  problem  areas  are  deserving  of  your  consideration : 

1)  Health  Care  has  emerged  as  a  right,  and  has  been  given  impetus  by  the 
Federal  Government  financing  programs.  The  concept  has  been  allowed  to  mush- 
room with  little  regard,  to  date,  for  practical  considerations,  such  as  available 
manpower  to  deliver  the  care  and  provide  for  it  financially. 

2)  It  has  been  said  that  the  physician  controls  delivery  cost  because  they 
control  the  point  of  access  into  the  health  care  system.  It  is  important  to  note 
that  enormous  pressure  is  brought  to  bear  on  physicians  by  patients  themselves 
and  their  families  to  admit  patients  to  hospitals  and  keep  them  there.  Physicians 
are  hard  pressed  to  reduce  cost  of  medical  care  when  facilities  other  than  an 
acute  hospital  are  limited  in  quantity  and  quality,  and  third  party  payors  have 
just  begun  to  provide  coverage  for  diagnostic  and  sub-acute  care  outside  a 
hospital. 

3)  Without  some  economic  disadvantage,  there  is  no  natural  restraint  on  the 
demand  for  health  care  service  in  an  already  overtaxed  system.  Conversely,  there 
is  little  incentive  for  our  citizens  to  care  for  their  aged  parents  in  their  homes, 
nor  are  they  made  to  feel  responsible  for  that  care. 

4)  Recent  publicity  by  government  officials  has  focused  attention  on  the  rising 
costs  of  Medicaid  with  the  implication  that  the  fees  of  physicians  in  private 
practice  make  up  a  major  part  of  the  costs.  Information  available  to  our  organiza- 
tion has  been  analyzed  and  I  would  like  to  acquaint  you  with  a  breakdown  of 
costs  for  Medicaid  for  the  years  1967  and  1968  in  the  State  of  Minnesota  pre- 
pared by  a  statistician  of  the  Minnesota  Department  of  Welfare. 

A)  Total  costs  for  the  program  jumped  from  68  million  dollars  in  1967  to  over 
80  million  dollars  in  1968. 

B)  By  far,  the  largest  item  in  both  years  was  the  cost  of  maintaining  the  eld- 
erly in  nursing  homes.  This  rose  from  34  million  in  1967  to  over  40  million  in 
1968. 

C)  Medicaid  costs  for  hospitalization  rose  from  13.5  million  in  1967  to  14.5 
million  in  1968.  It  should  be  pointed  out  that  coverage  by  Medicare  exerts  a  strong 
influence  in  keeping  Medicaid  hospital  costs  down. 

D)  Payments  to  doctors  for  Medicaid  financed  care  rose  from  5.5  million  in 
1967  to  7.5  million  in  1968.  Analysis  of  the  2  million  dollar  increase  in  physicians' 
fees  reveals  a  very  interesting  fact.  There  are  three  large  teaching  institutions  in 
the  State  of  Minnesota  whose  physicians'  salaries  were  largely  paid  by  the  State 
or  Counties  in  1967  in  a  manner  NOT  involving  the  Medicaid  programs.  On  the 
other  hand  in  1968  part  of  the  salary  payments  to  the  physicians  in  each  of  the 
institutions  involved  Medicaid.  The  total  paid  the  smallest  of  these  three  insti- 
tutions was  $680,000.  This  accounts  for  one-third  of  the  two  million  dollar  increase 
in  physicians'  fees  under  Medicaid.  We  were  unable  to  obtain  exact  figures  for 
the  other  two  larger  institutions ;  but  if  the  smallest  of  the  three  accounts  for 
one-third  of  the  increase,  it  is  only  logical  that  the  other  two  would  be  responsible 
for  the  most,  if  not  all  of  the  remainder.  Thus  it  should  be  noted  that  it  is  not 
the  physician  in  private  practice  who  is  responsible  for  the  marked  increase 
in  the  cost  of  Medicaid  in  the  State  of  Minnesota. 

B)  The  effect  of  physicians'  fees  on  health  care  costs  is  small  compared  to 
the  cost  of  hospitalization,  nursing  homes  and  costs  of  drugs. 

Before  we  can  intelligently  control  costs  we  must  define  our  health  care  de- 
livery system  in  terms  far  more  specific  than  "total  comprehensive  health  care." 
Included  in  the  consideration  of  costs  must  be  research  and  the  amount  allocated 
to  esoteric  procedures  such  as  heart  transplantation,  which  are  costly  and  benefit 
only  a  few.  Concomitantly,  it  is  misleading  to  emphasize  the  spiraling  hospital 
costs  without  isolating  those  costs  which  are  not  justified  from  those  resulting 
from  factors  outside  the  providers  control,  such  as  inflation,  greater  diagnostic 
sophistication  consistent  with  quality  care,  salary  and  benefit  changes  for  em- 
ployees, obsolescence,  etc. 

In  any  case,  the  solutions  to  these  and  related  issues  will  not  be  found  in  re- 
crimination, but  through  the  dedicated  efforts  of  the  public  and  private  sectors 
working  in  concert. 

Thank  you  for  your  consideration  of  this  matter. 
Sincerely, 

Herbert  W.  Johnson,  M.D. 

President. 
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Statement  of  Ralph  S.  Haskins,  M.  T.,  American  Medical  Technologists 

My  name  is  Ralph  S.  Haskins,  of  Little  Rock,  Arkansas.  I  am  a  past  president 
of  American  Medical  Technologists  and  am  currently  a  member  of  its  Board  of 
Directors.  AMT  is  a  national  registry  of  medical  technologists  and  technicians 
headquartered  at  710  Higgins  Road,  Park  Ridge,  Illinois.  We  have  a  membership 
in  excess  of  10,000.  Our  registrants  work  in  medical  laboratories  in  hospitals, 
in  military  medical  service,  in  research  work  and  in  independent  facilities. 

In  March  of  1967,  I  appeared  before  this  Committee  to  advise  you  of  the 
inequities  we  saw  in  the  regulations  under  Medicare  known  as  the  Conditions  for 
Coverage  of  Service  of  Independent  Laboratories.  We  pointed  out  at  that  time 
that  although  the  Secretary  of  HEW  in  seeking  regulatory  authority  had  advised 
the  Congress  that  he  wanted  it  only  to  assure  that  independent  laboratories  would 
meet  the  same  standards  as  hospital  laboratories,  the  Secretary  went  far  beyond 
the  hospital  lab  requirements,  particularly  in  creating  requirements  for  personnel. 
These  effectively  excluded  most  AMT  registrants  from  being  classified  as  medical 
technologists.  The  one  express  exception,  which  at  that  time  was  good  only  until 
1971,  related  to  those  who  had  worked  as  medical  technologists  within  five  years 
preceding  July  1,  1966  and  who  had  at  least  10  years  of  pertinent  clinical  labora- 
tory experience  prior  to  that  date.  In  other  words  if  you  were  actually  working 
in  a  laboratory  on  July  1,  1956,  and  were  performing  the  duties  of  a  medical 
technologist  10  years  later — on  July  1,  1966 — then  you  could  stay  on  until 
June  30, 1971. 

Since  that  time,  despite  several  efforts  by  AMT  to  get  changes  in  these  regu- 
lations which  would  recognize  training  and  experience  as  well  as  demonstrated 
proficiency  in  lieu  of  these  paper  requirements,  there  has  been  only  one  change. 
That  one  permits  those  who  have  already  qualified  under  the  10-year  paragraph 
mentioned  above,  i.e.,  those  who  have  been  at  it  since  1956,  to  stay  on  after  1971. 
Substantially  the  same  applies  to  technicians  except  that  they  need  only  to  have 
been  working  for  a  5-year  period  since  1961  in  order  to  stay  on  as  technicians 
after  1971.  These  are  hardly  concessions  to  the  realities  in  this  area  of  des- 
perately needed  laboratory  personnel. 

A  series  of  events  indicate  that  our  situation  as  regards  Medicare  laboratories 
may  soon  worsen,  rather  than  improve.  One  of  these  is  the  Partnership  for  Health 
Amendments  of  1967  (Act  of  December  5,  1967,  81  Stat.  533)  which  contained 
the  relatively  obscure  Clinical  Laboratories  Improvement  Act.  That  Act  requires 
a  Federal  license  from  HEW  for  a  laboratory  which  may  operate  across  state 
lines.  Among  other  things  it  authorizes  the  Secretary  to  set  standards  to  assure 
(23  USC  §  263a.  (d)(1)  (iii))  : 

Qualifications  of  the  director  of  the  laboratory  and  other  supervisory  pro- 
fessional personnel.  .  .  (which  shall  include  criteria  relating  to  the  extent 
to  which  training  and  experience  shall  be  substituted  for  education).  .  . 
Despite  the  fact  that  this  language  speaks  only  to  standards  for  lab  directors 
"and  other  supervisory  professional  personnel",  the  Secretary  adopted  personnel 
regulations  on  December  31,  1968  which  include  not  only  lab  directors  and  super- 
visors, but  also  technologists  and  technicians  as  well.  In  addition,  the  qualifi- 
cations required  under  Medicare  have  been  incorporated  by  reference  into  the 
interstate  lab  regulations  (with  certain  additions  and  exceptions  on  some  details 
not  of  immediate  interest  here) .  The  Medicare  regulations  make  clear  distinctions 
between  supervisory  personnel  (lab  directors  and  lab  supervisors)  and  technical 
personnel  (lab  technologists  and  lab  technicians).  Nevertheless,  this  distinction 
in  the  Medicare  regulations  was  ignored  by  the  same  HEW  in  adopting  the  Lab 
Act  regulations.  Why? 

We  perceive  only  one  explanation  and  that  is  to  permit  HEW  to  extend  by 
indirection  what  Congress  under  the  Medicare  Act  would  not  permit.  Under  the 
Lab  Act,  hospital  laboratories  are  exempt  if  certified  by  the  Joint  Commission 
on  Accreditation  of  Hospitals,  but  only  if  the  JCAH  standards  are  "equal  to  or 
more  stringent  than"  the  "rules  and  regulations"  of  the  Secretary.1  Medicare  is 
exactly  the  reverse,  because  under  Sec.  1861(e)  (8)  of  that  Act  the  Secretary's 
requirements  may  not  be  higher  than  those  of  JCAH.  Now,  in  order  to  provide 
coverage  for  hospitals  with  laboratories  which  may  be  operating  in  interstate 
commerce  (this  includes  hospitals  within  D.C.),  the  JCAH  will  be  forced  to 
adopt  the  Secretary's  Lab  Act  regulations.  (Not  surprisingly,  the  JCAH  bas 
taken  the  first  steps  to  do  exactly  this. )  Thus  the  camel's  nose  is  under  the  tent 


1  States  having  licensing  and  standards  equal  to  or  more  stringent  than  the  Secretary 
may  also  be  exempted  from  the  Lab  Act. 
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and  you  may  expect  that  all  hospitals,  all  of  which  presently  operate  outside  of 
Medicare's  Conditions  for  Coverage  on  Independent  Laboratories,  will  soon  be 
forced  into  full  compliance  with  them. 

As  far  as  laboratory  personnel  are  concerned,  this  was  a  real  tour  de  force  by 
a  small  group  of  regulators,  going  well  beyond  what  Congress  intended.  Under 
Medicare,  Congress  intended  only  the  JCAH  standards,  which  extended  only  to 
laboratory  directors.  Under  the  Lab  Act  Congress  intended  Secretarial  standards 
only  for  the  directors  and  supervisors. 

But  taking  Medicare  and  the  Lab  Act  together,  HEW  is  managing  to  maneuver 
well  intended  requirements  of  limited  authority  over  key  laboratory  personnel 
into  total  authority  over  all  laboratory  personnel. 

AMT  strongly  protested  this  usurpation  of  authority  in  its  comments  dated 
November  27,  1968  (Appendix  A  hereto)  on  the  Secretary's  proposed  rules,  but 
to  no  avail. 

The  second  indication  of  a  worsening  situation  is  Secretary  Cohen's  report  to 
the  Senate  Finance  Committee  last  January.  That  Committee  in  November  1067 
asked  the  Secretary  to  find  out  how  to  determine  the  proficiency  of  persons  dis- 
qualified under  the  regulations  because  the  Committee  was  concerned  that  those 
regulations  disqualified  persons  "whose  work  experience  and  training  may  make 
them  equally  or  better  qualified  than  those  who  meet  the  existing  requirements." 
(S.  Rept.  No.  744,  90th  Cong.,  1st  Sess.  90  (1967) ).  Despite  this  strong  concern, 
based  in  part  on  the  awareness  of  acute  shortages  of  medical  personnel,  Secretary 
Cohen's  report  under  date  of  December  28,  1968  found  no  difficulty  whatsoever 
in  holding  that  his  current  regulations  on  laboratory  personnel  "represent  the 
minimal  acceptable  level  of  standards."  Secretary  Cohen's  conclusion  simply  does 
not  square  with  conclusions  in  two  recent  studies,  both  conducted  at  Northeastern 
University  in  Boston  under  Federal  grants,  utilizing  data  from  and  observations 
at  a  number  of  hospitals  in  the  greater  Boston  area,  including  Navy  and  VA 
hospitals.  One  of  those  studies,  "Hiring  Standards  for  Paramedical  Manpower",2 
by  Professors  Morris  A.  Horowitz  and  Harold  M.  Goldstein,  reviewed  the  para- 
medical disciplines  generally  and  with  regard  to  laboratory  personnel  concluded : 

Our  findings  showed  only  a  slight  if  any  difference  between  the  Laboratory 
Technologist  and  the  Laboratory  Technician  ;  in  general,  the  distribution  of  their 
work  time  among  the  different  functions  was  about  the  same.  However,  the 
Technologist  is  required  to  have  considerably  more  education  and  training  than 
the  Technician  who  is  performing  adequately  at  the  same  or  similar  tasks,  (p. 
xiii.) 

Among  the  recommendations  made  by  the  authors  were  the  f ollowing : 

2.  Hospitals  should  establish  hiring-in  standards  that  are  relevant  to  the 
functions  to  be  performed  by  the  occupation ;  arbitrary  licensing  and  educa- 
tion requirements  that  are  not  needed  for  satisfactory  performance  should 
be  eliminated,  (p.  x). 

8.  Wherever  possible  hospitals  should  develop  a  job  promotion  ladder,  with 
the  necessary  training  furnished  on  the  job.  Thus,  by  eliminating  dead  end 
jobs  and  creating  promotion  opportunities,  hospitals  will  attract  better  per- 
sonnel and  reduce  attrition,  (p.  xi) . 
The  second  study,  by  Dean  S.  Ammer,  dealt  only  with  laboratories  and  their 
personnel.3  Ammer  observed : 

"Quantitative  data  gathered  in  this  study  prove  that  there  is  no  significant 
difference  between  the  working  patterns  of  technicians  and  technologists.  They 
work  with  equal  diligence  and  spend  more  than  95  percent  of  their  time  on  essen- 
tially the  same  activities.  ..."  (p.  13) . 

In  speaking  of  the  demand  for  the  so-called  fully  qualified  technologists, 
Ammer  noted : 

".  .  .  Some  of  this  demand  is  filled  by  graduates  from  the  Armed  Forces  med- 
ical technology  programs.  While  these  ex-medics  do  not  officially  qualify  as  ASCP 


3  A  report  to  the  Manpower  Administration,  U.S.  Department  of  Labor,  Grant  No.  91- 
23-67-57,  Department  of  Economics,  Northeastern  University,  Boston,  Mass.,  September 
1968. 

8  "Productivity,  Personnel  and  Problems  of  Hospital  Clinical  Laboratories"  Bureau  of 
Business  and  Economic  Research,  Northeastern  University,  Boston,  Mass.,  January  1969. 
The  cover  notes  :  "This  investigation  was  supported  by  Public  Health  Service  grant  number 
E  01  PM  00001  from  the  Division  of  Physician  Manpower,  Bureau  of  Health  Manpower 
(formerly  B.  01  CH  00146,  Division  of  Community  Health  Services,  Bureau  of  Health 
Services)." 
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technologists  and  are  not  college  graduates,  they  seem  to  be  professionally  at 
least  as  well  qualified  as  those  with  more  prestigious  credentials.  In  fact,  three 
of  the  chief  technicians  in  the  seven  labs  that  were  studied  got  their  training  in 
the  services."  (p.  13). 

I  might  just  observe  that  "chief  techs"  hold  supervisory  positions  in  the  labs 
and  if  the  Medicare  regulations  were  made  applicable  to  hospital  labs,  the  Armed 
Forces  veterans  described  in  this  quote  could  not  continue  to  hold  their  jobs.  In 
fact,  unless  they  have  been  on  the  job  for  the  past  14  years  they  would  not  even 
qualify  as  technologists  under  the  Medicare  regulations.  They  would  qualify  as 
technicians  but  would  never  be  able  officially  to  rise  above  that  level.  As  the 
committee  may  remember  from  material  we  previously  submitted  ( Hearing,  1967, 
pp.  974-982),  AMT  training  is  in  all  basic  and  material  respects  equal  to  and  in 
some  instances  more  extensive  than  Armed  Forces  training.  We  have  many  vet- 
erans with  Armed  Forces  technology  training  in  our  registry.  We  also  recom- 
mended in  October,  1968  to  HEW  (see  Appendix  B  hereto),  when  called  to  ap- 
pear on  the  inquiry  they  were  asked  to  conduct  by  the  Senate  Finance  Commit- 
tee, that  persons  having  such  training  be  recognized  as  technologists  after  a 
few  years  in  a  proper  lab.  Progression  from  technician  to  technologist  and  even  to 
supervisor  or  "chief  tech",  should  be  permitted  to  provide  career  incentive  and 
progression  in  clinical  laboratory  work. 

Note  that  the  studies  mentioned  above  plainly  support  the  Congressional  con- 
cern that  there  are  people  "equally  or  better  qualified"  than  those  who  meet  the 
standards  of  the  regulations.  Nevertheless  former  Secretary  Cohen  reported  his 
existing  standards  to  be  the  "minimal  acceptable."  This  conclusion  is  shown  by 
the  studies  we  have  cited  to  be  obviously  erroneous. 

We  appreciate  this  opportunity  to  inform  the  Committee  of  the  circular  route 
being  taken  by  the  regulators  to  achieve  total  Federal  control  over  all  laboratory 
personnel.  This  march  around  the  real  intent  of  Congress  is  disturbing  enough. 
Even  more  disturbing,  on  the  basis  of  two  studies  which  our  Government  has  itself 
financed,  is  that  the  regulators  have  fashioned  a  series  of  standards  which  do  not 
comport  with  actuality.  Putting  to  one  side  the  former  Secretary's  characteriza- 
tion of  these  regulations  as  the  "minimal  acceptable",  we  suggest  that  the  studies 
show  that  the  regulations  as  they  apply  to  technologists  and  technicians  are 
really  not  in  the  public  interest.  We  adhere  to  the  view  that  standards  below  the 
posts  of  lab  directors  and  supervisors  should  not  be  required  by  the  Regulations 
and  they  are  not  actually  presently  required  by  the  statutes.  If  the  Secretary  is 
to  continue  regulating  in  this  area  without  explicit  authority,  then  we  submit, 
on  the  basis  of  the  available  facts,  that  his  regulations  should  and  must  have  sub- 
stantial revision.  We  stand  ready  to  assist  in  any  way  we  can  in  this  effort. 

Appendix  A 

McCarty  and  Noone, 
Counsellors  at  Law, 
Washington,  B.C.,  November  27, 1968. 
Re :  Clinical  Laboratories,  Proposed  Rulemaking,  33  Fed.  Reg.  15297  (October  15, 
1968) 

Dear  Sir  :  These  views  are  submitted  on  behalf  of  American  Medical  Technolo- 
gists (AMT),  710  Higgins  Road,  Park  Ridge,  Illinois,  60068,  in  response  to  the 
proposed  rulemaking  by  the  Secretary  of  Health,  Education  and  Welfare  for 
clinical  laboratories,  notice  of  which  appeared  in  the  Federal  Register  of  October 
15,  1968  (33  Fed.  Reg.  15297-15303).  This  notice  was  transmitted  to  AMT  under 
cover  of  a  letter  from  your  office  dated  October  22,  1968  requesting  that  any 
comments  be  submitted  to  you. 

AMT,  created  as  a  national  registry  of  medical  technologists  in  1939,  currently 
has  in  excess  of  10,000  registrants  and  is  the  second  largest  such  registry  in  the 
United  States.  Until  January  1,  1968  AMT  registered  only  one  principal  category 
of  laboratory  worker  in  its  registry,  the  category  of  medical  technologist.  Since 
January  1,  1968,  however,  AMT  has  had  two  classes  of  registrants,  namely,  medi- 
cal technologist  (MT)  and  medical  laboratory  technician  (MLT).  AMT  has  reg- 
istrants in  all  of  the  States  of  the  United  States  and  its  territories  and  has  regis- 
trants in  other  countries  as  well.  They  are  employed  in  hospitals,  both  privately 
and  federally  operated;  in  independent  laboratories;  in  physicians'  offices  and 
clinics ;  and  in  research,  industry  and  teaching.  For  detailed  information  con- 
cerning AMT,  its  purposes,  its  policies  and  its  registrants,  reference  is  made  to 
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recent  submissions  to  the  Department,  in  response  to  Departmental  invitation, 
incorporated  herein  by  this  reference.1 

The  proposed  rulemaking  deals  specifically  in  Subpart  D  with  personnel 
standards  and  with  technologists  in  particular  in  §  74.31(h),  (i)  and  (k).  AMT 
members  registered  as  technologists  and  employed  in  laboratories  covered  by  the 
regulations,  or  who  may  be  seeking  employment  therein  from  time  to  time,  will 
thus  be  directly  affected,  and  adversely,  because  the  standards  exclude  the  great 
bulk  of  AMT  registrants.  AMT  accordingly  seeks  the  exclusion  of  those  portions 
relating  to  technologists  for  two  basic  reasons :  first,  because  they  attempt  to  deal 
with  non-supervisory  personnel,  contrary  to  the  mandate  of  the  statute ;  and, 
second,  because  of  the  direct  economic  impact  on  AMT  registrants  who  will  be 
deprived  of  their  accustomed  jobs  as  a  consequence. 

I.  Congress  did  not  intend  that  technical  personnel  be  regulated  under  the 
Clinical  Laboratories  Improvement  Act ;  thus  adoption  of  the  proposed  regula- 
tions as  to  technologists  would  be  in  excess  of  the  Secretary's  authority. 

In  enacting  the  Clinical  Laboratories  Improvement  Act  of  1967,2  Congress 
carefully  enumerated  four  areas  for  the  application  of  Secretarial  standards, 
namely,  standards  to  assure  maintenance  of  a  quality  control  program ;  mainte- 
nance of  records,  equipment  and  facilities ;  participation  in  a  proficiency  testing 
program;  and: 

(iii)  qualifications  of  the  director  of  the  laboratory  and  other  supervisory  pro- 
fessional personnel  necessary  for  adequate  and  effective  professional  supervi- 
sion of  the  operation  of  the  laboratory  (which  shall  include  criteria  relating  to 
the  extent  to  which  training  and  experience  shall  be  substituted  for  education)  3 

It  is  noteworthy  that  the  subsection  of  the  Act  containing  these  areas  for 
standards  was  vastly  different  from  the  bill  (H.R.  6418)  providing  for  laboratory 
licensing  as  originally  introduced.  As  introduced  H.R.  6418  provided  only  very 
broadly  that  a  laboratory  be  operated  in  accordance  with  standards  "found  nec- 
essary" by  the  Secretary.  This  was  challenged  during  the  House  Committee  hear- 
ings as  being  too  broad  an  authority  to  vest  in  the  Secretary,  with  particular 
reference  being  made  to  personnel.*  The  Secretary  agreed  that  factors  and  criteria 
should  be  supplied  and,  in  a  supplement  to  his  statement,  first  suggested  three 
areas  for  standards :  quality  control  programs  ;  maintenance  of  records,  etc. ;  and 
laboratory  directors  and  other  professional  supervisory  personnel.5 

After  the  House  hearings  had  closed,  the  Department  submitted  a  letter  of 
June  27,  1967  to  the  House  Committee  suggesting  detailed  revisions  of  the  bill 
in  a  number  of  particulars.  This  letter  took  account  of  Committee  questions  raised 
on  the  necessity  of  criteria  for  regulation  and  submitted  a  proposed  amendment 
covering  the  three  matters  put  into  the  hearing  record.  Also  included  was  pro- 
ficiency testing  as  a  fourth  element  for  standards.  In  submitting  language  on 
these  items  for  inclusion  in  the  bill,  the  Department  observed : 

The  basic  method  of  regulation  contemplated  in  these  provisions  is  proficiency 
testing  of  the  laboratories  subject  to  regulation.  It  is  nonetheless  necessary  to 
require  that  those  who  supervise  laboratories  be  qualified  to  do  so  by  training  and 
experience.8 

The  Committee  adopted  the  four  categories  for  standards  suggested  by  the 
Department  in  reporting  H.R.  6418  to  the  House.  The  Committee,  however,  added 
the  parenthetical  expression  found  in  the  statute  concerning  the  substitution  of 
training  and  experience  in  connection  with  the  professionals  whose  qualifications 
might  be  subject  to  Secretarial  standards.  Discussion  had  with  the  Secretary 
during  the  hearings  on  this  was  directly  connected  to  the  qualifications  of  direc- 
tors and  supervisors.  Congressman  Dingell  observed,  with  reference  to  the  Medi- 
care regulations : 


1  See  letters  and  materials  from  AMT  to  Mr.  Donald  F.  Foy,  Division  of  Medical  Care 
Administration,  Public  Health  Service,  Department  of  Health.  Education,  and  Welfare 
dated  September  11  and  October  28,  1968.  in  response  to  an  invitation  from  the  Department 
to  assist  in  a  study  of  laboratory  personnel  criteria  under  Medicare  currently  being  con- 
ducted at  the  direction  of  the  Committee  on  Finance.  United  States  Senate. 

2  Act  of  December  5.  1967.  P.L.  90-174.  Sec.  5(a),  81  Stat.  536.  This  enactment  provided 
for  a  new  Section  353  in  the  Public  Health  Service  Act  and  citation  herein  will  be  to  the 
appropriate  subdivision  of  Section  353. 

3  Id.,  Sec.  353(d)  (1)  (B)  (iii). 

*  See  hearinss  before  the  House  Committee  on  Interstate  and  Foreign  Commerce  on 
H.R.  6418.  90th  Cong.,  1st  Sess.  41^2,  47  (1967) . 

5  Id.  at  41. 

6  Department's  letter  of  June  27,  1967  to  Hon.  Harley  O.  Staggers,  Chairman,  House 
Committee  on  Interstate  and  Foreign  Commerce,  p.  3. 
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.  .  .  The  proposed  regulations  have  sought  to  have  an  M.D.  or  Ph.D.  be  avail- 
able on  the  premises.  There  was,  for  example,  no  grandfather  clause  available  to 
those  who,  I  am  sure,  lack  that  Ph.D.  or  M.D.  yet  who  I  am  satisfied  in  many 
instances  are  providing  valuable  and  useful  and  adequate  services  in  this  area.7 

Thus,  training  and  experience  held  by  persons  at  the  top  level  of  directing  or 
supervising  laboratories  was  required  to  be  taken  into  account.  We  can  find  no 
indication  that  the  Oommmittee  anticipated  that  standards  would  extend  below 
these  levels. 

The  only  specific  reference  made  in  the  House  Committee  report  on  H.R.  6418 
to  the  four  areas  for  standards  was  as  follows : 

The  basic  method  of  regulation  contemplated  in  these  new  provisions  is  an 
objective  system  of  proficiency  testing  to  assure  consistent  performance  of  accu- 
rate procedures  and  services.  The  Secretary  would,  in  addition,  be  authorized  to 
set  standards  to  require  laboratories  to  maintain  adequate  quality  control  pro- 
grams, records,  equipment,  facilities  and  supervision.8 

The  emphasis  here,  of  course,  is  on  proficiency  testing.  This  reference  to  pro- 
ficiency testing  is  in  almost  identical  terms  to  the  treatment  of  the  subject  of 
standards  in  the  Departmental  letter.  This  was  offered  by  the  Department  as  the 
salient  item  and  while  the  Committee  certainly  included  the  three  other  areas 
suggested  for  standards,  as  far  as  personnel  are  concerned  the  Committee  con- 
sidered that  "supervision"  related  to  direction  at  the  top  of  the  facility  by  the 
laboratory  director  and  his  professional  supervisors,  not  to  the  technical  person- 
nel under  such  supervision. 

In  the  House  debate  on  H.R.  6418,  Congressman  Springer  referred  to  the  clinical 
laboratory  section  as  follows : 

.  .  .  The  bill  submitted  for  consideration  by  the  Administration  was  poorly 
drawn  and  achieved  results  not  even  contemplated  by  its  drafters.  In  mid-stream 
they  came  forth  with  sweeping  amendments  to  make  the  bill  more  acceptable 
and  more  compatible  with  its  real  aims.  The  Committee  did  clean  up  the  bill,  and 
as  it  now  stands  I  have  no  objection  to  it  .  .  .9 
Chairman  Staggers  noted : 

.  .  .  We  propose  in  the  bill  to  provide  for  licensing  of  these  laboratories 
requiring  that  they  maintain  a  quality  control  program  and  participate  in  a 
proficiency  testing  program.  In  addition,  the  Director  and  supervisory  per- 
sonnel of  the  laboratory  are  required  to  meet  certain  educational  and 
experience  qualifications. 

This  section  was  quite  controversial  as  initially  proposed,  but  with  the 
amendments  our  committee  agreed  to,  we  believe  the  program  in  the  bill  is 
a  realistic  one.10 

The  bill  as  thus  amended  passed  the  House  and  was  then  heard  by  the  Senate 
Committee  on  Labor  and  Public  Welfare.  In  that  forum  the  Secretary  stated : 

The  House  made  a  number  of  substantial  improvements  in  this  section  of 
the  bill  and  we  appreciate  their  thoughtful  and  imaginative  efforts  .  .  .31 

He  went  on,  however,  to  urge  deletion  of  the  exemption  granted  laboratories 
directed  by  pathologists,  stating  that  the  aim  of  the  bill  was  to  evaluate 
performance  of  laboratories  and  that  this  could  not  ".  .  .  be  determined  on  the 
basis  of  the  degrees  held  by  the  operators.  It  can  only  be  determined  by  evaluating 
the  laboratory's  performance."  12 

The  matter  of  performance  of  the  laboratory  to  be  established  principally  by 
proficiency  testing  was  given  the  major  stress  by  the  Department.  The  Senate 
Committee  was  aware  that  there  were  difficulties  with  the  reach  of  the  Medicare 
regulations  affecting  laboratories,  and  was  told  by  one  group  at  least  that  the 
laboratory  licensing  bill  was  not  the  vehicle  for  consideration  of  this  problem.13 
The  Committee  also  had  before  it  material  relating  to  the  great  shortages  of 
laboratory  personnel  at  all  levels.14  In  addition  the  Committee  had  before  it  a 
letter  from  the  Department  preferring  the  approach  of  H.R.  6418  to  S.  894, 
which  called  for  the  separate  certification  of  the  director  to  conduct  procedures 
on  which  a  license  might  be  sought,  and,  where  a  director  might  not  have  the 


7  See  Hearings,  note  4  above,  at  p.  42. 

8  H.  Rept.  No.  538,  90th  Cong.,  1st  Sess.  p.  23  (1967) . 

9  Cong.  Rec,  Sept.  19,  1967,  H12087. 

10  Id.,  at  H12086. 

11  Hearings  before  the  Subcommittee  on  Health  of  the  Senate  Committee  on  Labor  and 
Public  Welfare  on  S.  1131  and  H.R.  6418.  90th  Cong.,  1st  Sess.  72  (1967). 

12  Ibid. 

13  Id.,  at  p.  92. 

14  See  e.g.  Senate  Hearings,  p.  179. 
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qualifications  to  conduct  a  certain  procedure,  for  the  certification  of  a  person 
responsible  to  him.  The  Department  characterized  such  persons  as  "key"  personnel 
and  said  that  its  regulations  would  cover  the  director  and  such  "key  personnel."  13 
It  was  never  suggested  that  regulations  would  go  below  this  level.  All  of  these 
considerations  led  the  Committee  to  reiterate  in  its  report  that  "an  objective  sys- 
tem of  proficiency  testing"  was  the  "basic  method  of  regulation  contemplated". 
Such  a  system,  of  course,  does  not  require  any  regulation  of  personnel  at  any 
level.  The  Committee  nevertheless  recognized  that  it  was  authorizing  Secretarial 
standards  in  this  area,  but  only  at  the  level  of  the  director  and  his  professional 
supervisors.  With  regard  to  the  professionals  in  these  categories,  the  Committee 
made  it  clear  that  it  was  especially  important  that  training  and  experience  be 
permitted  to  be  substituted  for  formal  education  ".  .  .  since  we  face  a  critical 
shortage  of  all  kinds  of  health  manpower".  The  Committee  recorded  its  under- 
standing that  the  Secretary  recognized  that  a  director  could  be  "a  scientist, 
physician,  or  other  qualified  individual."  16 

Quite  apart  from  the  inclusions  of  technologists  generally,  the  specific  inclusion 
of  standards  for  cyto technologists  under  §  74.31  (j)  clearly  exceeds  the  authority 
given  the  Secretary  under  the  Act.  Cytotechnologists  are  technical  personnel  and 
are  in  no  sense  "supervisory  professional  personnel"  as  that  term  is  used  in  the 
Act.  This  matter  is  raised  here  to  illustrate  the  point  that  the  proposed  regula- 
tions exceed  the  limited  authority  for  standards  governing  personnel  which  the 
Congress  intended.  This  is  even  more  apparent  from  a  consideration  of  the 
Medicare  regulations  (see  our  item  II,  below),  which  make  no  reference  whatso- 
ever to  cytotechnologists. 

To  emphasize  the  health  manpower  shortage  problem  generally,  the  Senate 
Committee  made  reference  to  Project  Remed  announced  by  the  President  on 
October  16,  1967.  In  expressing  the  hope  that  this  project  would  assist  in  al- 
leviating shortages  the  Committee  noted  : 

.  .  .  this  project  will  seek  to  recruit,  retrain  and  reemploy  military  medical 
personnel  into  civilian  health  occupations  on  discharge.  Some  60,000  medically 
trained  men  and  women  are  discharged  from  military  service  each  year.17 

Such  personnel,  a  number  of  whom  have  qualified  in  the  past  for  AMT  regis- 
tration as  medical  technologists,  would  not  be  in  the  "director"  or  "supervisory 
professional  personnel"  categories.  They  would,  however,  be  in  the  corps  of 
trained  technical  personnel  essential  to  clinical  laboratory  operations.  Their 
employment  in  such  work,  as  well  as  the  employment  of  others  registered  by 
AMT  as  technologists,  was  not  intended  by  Congress  to  be  subjected  to  standards. 
Congress  intended  just  the  opposite.  It  authorized  standards  for  directors  and 
professional  supervisors  but  insisted  here  that  degrees  not  be  the  touchstone — 
that  training  and  experience  be  expressly  considered.  The  medical  technologists 
and  other  technical  laboratory  personnel,  whom  Congress  knew  were  not  gen- 
erally holders  of  degrees,  were  to  be  left  alone. 

II.  HEW  has  itself  distinguished  directors  and  supervisors  from  technical 
personnel  in  its  regulations  under  Medicaire.  Retention  of  this  distinction  in  the 
standards  for  laboratory  licensing  requires  that  technologists  be  excluded  from 
coverage. 

The  Secretary  promulgated  conditions  for  Coverage  of  Services  of  Independent 
Laboratories,  under  Medicare,  through  publication  in  the  Federal  Register  on 
December  16,  1966.18  The  present  version  of  these  health  insurance  regulations  19 
retains  the  basic  distinction  between  supervision  in  the  laboratory  (which  is  the 
function  of  the  director  and  personnel  of  equal  or  closely  allied  professional 
knowledge),  and  technical  personnel,  which  category  includes  technologists  and 
technicians. 

The  proposed  rules  governing  licensing  of  laboratories  adopt  the  Medicare 
qualifications  for  directors  (§405.1312)  and  supervisors  (§405.1313),  and  the 
regulations  relating  to  "tests  performed"  (§405.1314),  which  specify  require- 
ments for  directors  or  supervisors  in  certain  laboratory  specialties.  The  Clinical 
Laboratories  Improvement  Act  of  course  expressly  authorized  standards  for 
directors  and  other  supervisory  professional  personnel.  But  the  proposed  regu- 
lations go  further  and  apply  the  Medicare  regulations  (§405.1315  (a)(b))  to 


15  Letter  to  Senator  Hill  dated  October  28,  1967  included  in  S.  Rept.  No.  724,  90th  Cong., 
1st  Sess.  (1967)  at  pp.  21-22. 

18  S.  Rept.  No.  724,  90th  Cong.,  1st  Sess.  p.  8  (1967),  emphasis  added, 
w Ibid. 

**  31  Fed.  Reg.  16137  (1966). 
10HIR-13  (2/68)4 
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technologists.  This  violates  the  distinction  already  made  by  the  Secretary  in  his 
Medicare  regulations  between  supervisory  professional  personnel  and  technical 
personnel.  This  is  in  effect  the  same  distinction  made  by  Congress  in  the  Licensing 
Act.  Having  created  this  structure,  the  Secretary  may  not  now  overlook  it  in  his 
licensing  regulations. 

The  Medicare  regulations  draw  a  clear  line.  In  discussing  supervision,  they 
require  that  the  laboratory  have  one  or  more  supervisors — 

.  .  .  who,  under  the  general  direction  of  the  laboratory  director,  supervise 
technical  personnel  and  reporting  of  findings,  perform  tests  requiring  special 
scientific  skills,  and,  in  the  absence  of  the  director,  are  held  responsible  for 
the  proper  performance  of  all  laboratory  procedures  .  .  .  (§  405.1313(a)  ; 
emphasis  added) 

The  qualifications  for  supervisors  under  the  regulations  are  exacting.  Those  who 
are  not  physicians  or  who  do  not  hold  doctoral  or  masters  degrees  must  have 
had  lengthy  experience  in  a  laboratory  with  work  in  a  specialty  under  a  director 
at  the  doctoral  level,  and  in  addition  must  have  successfully  completed  pertinent 
courses  which — 

.  .  .  when  combined  with  the  [requisite]  experience,  will  provide  a  tech- 
nical and  professional  knowledge  comparable  to  that  of  [a  person  holding  a 
master's  degree  and  having  at  least  4  years  of  laboratory  experience] 
(§405.1313  (b)  (3)  (4),  emphasis  added) 

The  reference  to  professional  knowledge  in  the  foregoing  is  significant.  It  com- 
pares precisely  with  the  language  of  the  Licensing  Act  which  restricts  standards 
to  directors  and  other  "supervisory  professional  personnel." 

By  contrast,  the  word  professional  is  nowhere  to  be  found  in  §  405.1315  of  the 
Medicare  regulations  relating  to  technical  personnel.  Under  this  section,  tech- 
nologists must  have  at  least  minimal  supervision  "by  the  director  or  supervisors", 
even  in  those  specialties  or  subspecialties  in  which  the  technologist  may  be  quali- 
fied. And  in  those  specialties  in  which  the  technologist  is  not  deemed  qualified  he 
may  function  only  under  "direct  supervision"  ( §  405.1315  (a)(1),  (2) ) .  While  the 
technologist  may  supervise  technicians  and  trainees,  the  regulations  will  permit 
technicians  to  perform  only  those  procedures  requiring  "limited  technical  skill 
and  a  minimal  exercise  of  independent  judgment."  (§405.1315  (c)(1)).  This 
clearly  does  not  contemplate  immediate  supervision  by  the  technologist  of  a 
professional  character. 

The  compartments  established  by  the  Secretary  are  thus  unmistakeable.  The 
professional  personnel,  as  he  defined  them  under  Medicare,  are  to  include  the 
director  and  his  key  people,  all  of  whom  are  to  have  not  only  technical  but 
professional  knowledge,  which  at  a  minimum  is  to  be  comparable  to  that  of  a 
person  who — 

.  .  .  holds  a  degree  of  master  of  arts  or  master  of  science  from  an  accred- 
ited institution  with  a  major  in  one  of  the  chemical,  physical  or  biological 
sciences  and  subsequent  to  graduation,  has  had  at  least  4  years  of  pertinent 
laboratory  experience  of  which  not  less  than  2  years  has  been  spent  working 
in  the  designated  laboratory  specialty  in  a  clinical  laboratory — with  a 
director  at  the  doctoral  level — of  a  hospital,  a  health  department,  university, 
or  medical  research  institution,  or  in  a  State  which  regulates  clinical  labora- 
tory personnel,  in  a  clinical  laboratory  acceptable  to  that  State.  ( §  405.1313 
(b)(2)). 

This  is  the  so-called  professional  level  and  it  is  at  this  level,  in  the  Secretary's 
own  terms,  that  the  standards  for  personnel  under  the  Licensing  Act  were 
expected  to  stop  and  where  they  should  stop. 

III.  The  review  directed  by  the  Senate  Finance  Committee  of  personnel  dis- 
qualified under  the  Medicare  regulations  should  be  completed  before  any  effort  is 
made  to  further  disqualify  such  people  under  the  Licensing  Act. 

As  previously  noted  (see  fn.  1,  above)  AMT  and  others  are  presently  cooper- 
ating with  the  Public  Health  Service  in  a  study  directed  by  the  Senate  Finance 
Committee  in  reporting  the  Social  Security  Amendments  of  1967.  The  Committee 
report  was  made  on  November  14,  1967,  shortly  after  the  Partnership  for  Health 
Amendments  of  1967  (which  included  the  Laboratories  Act)  had  been  before 
the  Senate.  The  Committee  expressed  great  concern  that  the  Medicare  regulations 
on  personnel  might  serve — 

...  to  disqualify  people  whose  work  experience  and  training  may  make 
them  equally  or  better  qualified  than  those  who  meet  the  existing  require- 
ments. Failure  to  make  possible  the  fullest  use  of  properly  trained  health 
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personnel  is  of  particular  concern  because  of  the  shortage  of  skilled  health 
personnel  in  several  fields. 

While  the  Committee  recognizes  the  difficulties  involved  in  determining 
the  qualifications  of  persons  in  some  of  these  health  professions,  it  also 
believes  and  expects  that  the  Secretary  should  engage  in  consultation  with 
appropriate  professional  health  organizations  and  State  health  agencies  and, 
to  the  extent  feasible,  explore,  develop,  and  apply  appropriate  means  of 
determining  the  proficiency  of  health  personnel  disqualified  under  the  present 
regulations.  Moreover,  the  Secretary  should  encourage  and  assist  programs 
designed  to  upgrade  the  capabilities  of  those  who  are  not  now  sufficiently 
skilled  to  qualify  in  health  occupations  now  in  short  supply,  but  who  could 
perform  adequately  with  relatively  little  additional  training.20 
In  August  1968,  the  Public  Health  Service  distributed  an  extensive  question- 
naire to  AMT  and  other  interested  organizations  to  assist  in  this  study.  "Expert 
review  panels"  have  also  been  established  to  consider  the  problems  and  AMT 
representatives  appeared  before  one  of  these  on  October  31,  1968.  This  is  not 
the  only  inquiry  being  conducted  in  this  area.  The  Health  Insurance  Benefits 
Advisory  Council,  established  by  Congress  under  Social  Security  legislation  to 
advise  the  Secretary  on  matters  of  general  policy  and  on  the  formulation  of 
administrative  regulations  under  Medicare,  has  recently  formed  a  Committee 
on  Evaluation  of  the  Delivery  and  Use  of  Services.  A  Task  Force  on  Laboratory 
Services  of  this  Committee  distributed  a  Prospectus  of  Study  on  September  10, 
1968,  looking  toward  a  report  to  Congress  next  year,  which  makes  prominent 
mention  of  the  study  directed  by  the  Senate  Finance  Committee  relating  to 
personnel.  The  prospectus  indicates  that  the  Task  Force  will  work  closely  with 
HEW  on  this  study,  devoting  its  efforts  in  part  "to  educational  programs  for 
laboratory  technical  personnel,  job  classification  and  job  mobility."  (Prospectus, 
p.  6).  The  Task  Force  will  delve  into  other  areas  affecting  personnel,  noting  for 
example : 

.  .  .  The  question  of  whether  expansion  of  automated  laboratory  services 
may  require  shift  in  emphasis  in  standards  from  personnel  qualifications  to 
technical  quality  control  requirements  will  be  considered.  (Prospectus,  par. 
All,  p.  6.). 

Those  individuals  and  organizations  such  as  AMT  which  are  going  to  time 
and  expense  in  a  good  faith  effort  to  participate  constructively  in  these  studies 
should  not  be  undercut  by  the  wholesale  transplantation  of  the  Medicare  stand- 
ards for  technologists  into  the  Licensing  Act  regulations.  These  standards  dis- 
criminate unfairly  against  AMT  registrants  employed  as  technologists  and  AMT's 
views  thereon  are  well  known  to  the  Secretary.  The  Public  Health  Service 
recognized  this  in  asking  for  the  cooperation  and  assistance  of  AMT  in  the 
Senate  Finance  Committee  study.  The  letter  from  Dr.  John  W.  Cashman  of  the 
Service  to  AMT  dated  August  22, 1968  noted  : 

We  recognize  that  your  organization  has  made  its  position  well  known 
on  many  of  the  issues  involved  in  the  present  Medicare  requirements  for 
independent  laboratory  personnel.  However,  we  now  need  information  which 
will  be  specific  to  the  requirements  of  this  study.  The  cooperation  of  your 
organization  will  be  appreciated  and,  of  course,  be  of  great  assistance  in 
developing  the  final  report. 
AMT's  concern  with  the  scope  of  the  proposed  regulations  may  be  further 
illustrated  by  direct  reference  to  §  74.31  (k)  which  treats  with  technologists 
disqualified  under  the  Medicare  regulations.  This  inclusion  of  persons  "engaged 
in  performing  repetitive  procedures  only,  which  require  a  limited  exercise  of 
independent  judgment"  is  a  clear  example  of  an  effort  at  direct  regulation  of 
technical  personnel.  While  the  proposed  regulation  does  not  specifically  include 
the  Medicare  technician  category,  the  above  quoted  duty  description  is  so  close 
that  it  could  constitute  an  inclusion  of  this  group  as  well. 

The  urgent  need  for  medical  technologists  has  not  suddenly  evaporated.  It 
persists  as  a  matter  of  great  concern.  That  need  at  the  present  time,  according 
to  a  recent  Senate  Committee  report,  is  "about  double  the  present  supply".21 
HEW  of  course  shares  this  concern  and  is  proceeding  to  examine  its  standards 
to  see  what  can  be  done  in  this  area  to  assist  the  situation.  This  good  effort  should 
not  be  prejudiced  by  a  premature  judgment  which  would  be  the  necessary  impli- 
cation of  the  application  of  the  Medicare  regulations  to  technologists  in  labora- 


20  S.  Kept.  No.  744,  90th  Cong.,  1st  Sess.  90  (1967)  ;  1967  U.S.  Code  Cong,  and  Adm. 
News  p  2924 

aS.  Kept.  No.  1307,  90th  Cone..  2nd  Sess..  9-10  (1968)  (emphasis  added).  This  report 
was  submitted  by  the  Senate  Committee  on  Labor  and  Public  Welfare  in  connection  with 
the  Health  Manpower  Act  of  1968. 
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tories  subject  to  the  Licensing  Act.  In  these  circumstances  it  does  not  suffice  to 
note  the  obvious  fact  that  the  Secretary  can  always  change  his  regulations.  The 
current  cooperative  effort  deserves  and  requires  exactly  the  opposite  approach. 
Technologists  as  a  class  should  certainly  not  now  be  included  in  the  regulations, 
nor  should  technicians  be  in  effect  incorporated  into  these  rules  through  indirect 
reference. 

There  are  other  strong  and  immensely  practical  reasons  why  the  proposed 
inclusion  of  technical  personnel  should  be  avoided.  For  example,  under  the 
Licensing  Act  accredited  hospital  laboratories  shall  be  exempt  from  licensing 
but  only  if  the  standards  applied  to  them  by  the  Joint  Commission  on  Accredita- 
tion of  Hospitals,  or  other  approved  accrediting  body  "are  equal  to  or  more 
stringent  than"  the  provisions  of  the  Act  "and  the  rules  and  regulations"  issued 
under  it  (Sec.  353(d)  (2) ). 22  Similarly,  under  Section  353 (I)  of  the  Laboratories 
Act,  laboratories  within  a  State  the  laws  of  which  provide  for  standards  "equal 
to  or  more  stringent"  that  the  Act  of  the  "rules  and  regulations  issued  [there- 
under]" may  be  exempt  by  the  Secretary  from  licensing.  States,  of  course, 
cannot  regulate  interstate  commerce.  Their  enactments  and  regulations  under 
Section  353 (I)  would  operate  intrastate  only.  However,  if  State  action  seeks  to 
gain  the  permissive  exemption  available  under  Section  353 (I),  States  will  be 
forced  to  disqualify  thousands  of  AMT  registrants,  thereby  throwing  them  out 
of  work  or  reducing  their  status,  their  pay  and  their  opportunity  for  advance- 
ment. 

It  is  thus  clear  that  if  the  Secretary's  regulations  are  to  get  into  the  area 
of  technical  personnel,  States  and  accrediting  bodies  will  have  to  utilize  these 
or  more  stringent  standards.  This  will  not  only  aggravate  shortages  but  will 
create  even  greater  competition  for  so-called  "qualified"  personnel.  This  would 
not  only  tend  to  increase  the  costs  of  laboratory  services  to  the  public,  it  would 
also  place  enormous  workloads  on  the  "qualified"  personnel  and  could  thereby 
cause  a  reduction  in  the  quality  of  the  work  performed. 

These  cascading  results  can  be  and  should  be  avoided.  They  were  never 
intended  by  the  Congress  nor,  we  are  sure,  does  the  Secretary  wish  to  cause 
them.  It  is  accordingly  urged  that  the  proposed  regulations  be  amended  through 
the  deletion  of  the  reference  to  §  405.1315(a)  (b)  which  appears  in  §74.30  and 
through  the  deletion  of  §§  74.31(h),  (i)  and  (k)  in  their  entirety. 
Respectfully  submitted, 

Worth  N.  Yoder, 
General  Counsel,  American  Medical  Technologists, 
Robert  L.  McCarty, 
Special  Counsel,  McCarty  and  Noone. 

Presentation  to  Division  of  Medical  Care  Administration,  U.S.  Public  Health 
Service,  Department  of  Health,  Education,  and  Welfare 

Gentlemen :  On  behalf  of  American  Medical  Technologists  I  am  appearing 
before  you  to  present  the  ideas  of  that  registry  on  how  the  personnel  standards 
under  the  present  Conditions  For  Coverage  Of  Services  Of  Independent  Labora- 
tories (Code  of  Federal  Regulations  Title  20,  Chapter  III,  Part  405)  might  be 
modified  to  permit  laboratory  personnel  presently  excluded  from  the  conditions  to 
be  included  in  them  and  still  protect  the  health  of  the  patients  as  is  intended  by 
the  conditions. 

First,  let  me  give  some  very  brief  information  about  American  Medical  Tech- 
nologists itself.  AMT  is  a  registry  of  approximately  10,000  laboratory  personnel 
divided  into  two  categories :  technologists  and  technicians.  Until  January  1,  1968, 
AMT  recognized  only  one  principal  category  of  laboratory  worker  in  its  registry, 
the  category  of  medical  technologist.  After  the  adoption  of  the  Medicare  person- 
nel standards  for  laboratories,  after  similar  enactments  by  several  states  and 


22  The  Joint  Commission  has  in  the  past  placed  its  chief  concern  in  the  qualifications  of 
the  director  of  the  laboratory  and  has  left  responsibility  with  him  to  determine  the  train- 
ing, experience  and  competence  of  the  technical  personnel,  registered  or  not.  And,  while 
preferring  the  ASCP  registry,  the  Joint  Commission  has  not  excluded  AMT  registrants  or 
even  unregistered  personnel.  See  American  Hospital  Association  Hospital  Accreditation 
References  (1964  ed.),  pp.  123,  130-31;  Accreditation  Problems,  Hospitals,  May  16,  1966, 
p.  42. 
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other  jurisdictions,  and  after  thorough  consideration  by  AMT  itself,  AMT  decided 
that  it  should  have  two  classes  of  registrants,  technologist  and  technician.  AMT 
also  decided  that  since  the  capacity  of  a  person  to  work  in  the  laboratory  may  be 
gained  by  that  person  in  any  one  of  a  variety  of  ways  (for  example  vocational 
school,  armed  forces  school,  college,  and  even  on-the-job  training)  it  would  be 
unrealistic  to  expect  a  person  competently  serving  as  a  technician  to  serve  in  that 
position  forever.  Not  only  would  the  person's  ambition  thereby  be  stifled  and  his 
wage  scale  probably  not  be  increased  commensurate  with  his  abilities,  but  the 
laboratory  field  itself  might,  as  a  result  of  these  two  factors,  ultimately  lose  a 
person  whose  continued  employment  in  a  laboratory  might  be  beneficial  to  the 
public  health.  It  is  a  well-known  fact  that  the  tenure  of  most  laboratory  workers 
is  shorter  than  five  years.  A  variety  of  reasons  have  been  suggested.  These  have 
included,  of  course,  the  marriage  of  girls  working  in  laboratories,  the  lack  of 
good  working  conditions  and  fringe  benefits  in  a  great  number  of  laboratories, 
low  pay,  irregularity  of  working  hours,  and  lack  of  recognized  status.  We  believe 
that  regulations  such  as  the  existing  Medicare  Conditions  for  Independent  Lab- 
oratories have  aggravated  or  will  aggravate  the  shortage  of  technical  personnel 
in  laboratories  working  on  Medicare  patients. 

To  begin  with,  the  personnel  standards  for  the  grade  of  technologist  and  tech- 
nician are  not  only  unduly  restrictive  and  unrealistic  as  regards  the  educational 
requirements,  but,  even  worse,  the  standards  recognize  no  upward  progression 
from  the  grade  of  technician  to  the  grade  of  technologist  unless  the  technician 
actually  goes  back  to  school  and  receives  further  formal  education.  Of  course, 
nothing  is  wrong  with  a  technician's  doing  exactly  that.  In  fact,  it  would  be  prob- 
ably the  best  way  for  a  technician  eventually  to  become  a  technologist.  However, 
it  is  not  the  way  to  keep  qualified  personnel  in  the  laboratory.  It  has  been  our 
observation  that  laboratory  work  is  ardous  enough  as  it  is  without  requiring 
someone  to  go  to  school  nightly  in  order  to  make  a  career  of  laboratory  work  at 
the  vocational  level.  It  is  our  opinion  that  a  competent,  properly-trained  technician 
can  eventually  do  work  that  is  of  a  higher  caliber  than  that  which  must  be  done 
"only  under  direct  supervision  of  a  clinical  laboratory  technologist"  as  required 
by  405.1315(c)  of  the  present  regulations.  It  is  not  practical,  nor  is  it  even  Utopian, 
to  expect  a  laboratory  director  to  assign  to  a  technician  only  routine  tasks  re- 
quiring direct  supervision  when  the  director  will  in  fact,  regardless  of  the  vol- 
umes of  conditions  and  regulations  which  may  be  written,  assign  the  laboratory 
work  to  the  person  known  by  him  to  be  best  able  in  his  laboratory  to  perform 
the  particular  tests.  Needless  to  say,  it  will  be  impossible  for  any  government  to 
police  the  actual  running  of  the  tests,  be  that  government  Medicare,  the  City  of 
New  York,  or  the  State  of  Florida.  Nor,  we  suppose,  do  these  jurisdictions  ac- 
tually attempt  to  do  such  policing.  Rather,  they  simply  hope  by  their  regulations 
to  assure  themselves  that  the  laboratories  regulated  do  have  the  right  numbers 
of  apparently  qualified  personnel  in  them.  The  hope  evidently  is  then,  since  the 
right  personnel  are  there,  the  right  personnel  will  actually  do  the  work.  But 
under  the  regulation,  right  personnel  is  defined  solely  by  educational  standards. 
This  is  an  inadequate  definition.  Our  experience  is  that  this  is  a  vain  hope,  since 
the  directors  may  discover  that  the  educational  attainments  of  the  workers  have, 
in  many  instances,  very  little  or  no  direct  relationship  to  the  individual  compe- 
tence of  the  workers. 

We  can  cite  numerous  instances  where  graduates  of  vocational  schools  and 
armed  forces  schools  are  employed  as  teachers  in  ASCP  schools  of  medical  tech- 
nology. We  can  also  show  that  such  graduates,  and  even  graduates  of  certified 
laboratory  assistant  schools,  work  in  supervisory  capacities.  This  is  not  to  say 
that  these  personnel  practices  are  at  all  improper :  the  employers  have  simply  as- 
signed work  on  the  basis  of  demonstrated  ability  rather  than  on  the  basis  of  an 
educational  caste  system.  In  our  opinion,  this  points  up  the  artificialty  of  regula- 
tions dividing  laboratory  personnel  into  an  array  of  categories,  and  particularly 
the  falsity  of  any  expectation  that  certified  personnel  strata  will  be  heeded  by 
many  laboratory  directors. 

We  feel  that  the  armed  forces  have  been  the  actual  leaders  in  recognizing 
the  fact  that  it  does  not  take  a  college  education  to  make  a  person  a  competent 
laboratory  worker,  able  to  work  other  than  under  direct  supervision  of  someone 
who  has  had  three  years  of  college  and  one  year  of  on-the-job  training.  As  a 
matter  of  fact,  the  fifty-week  armed  forces  training  program  for  medical  labora- 
tory workers  is  stated  to  train  them  to  be  in  charge  of  military  medical  labora- 
tories. We  have  not  heard  that  the  over-all  proficiency  of  persons  so  trained  has 
been  found  wanting.  In  fact,  a  number  of  our  own  registrants  have  been  trained 
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in  this  fashion,  and  we  can  cite  instances  where  they  are,  as  the  armed  forces 
trained  them  to  be,  in  charge  of  military  medical  laboratories  both  in  the  Army 
and  in  the  Navy.  Yet,  in  the  Medicare  standards  they  are  forever  relegated  to  the 
grade  of  technician.  In  fact,  they  are  often  supervisors  or  what  is  called  in  the 
field  chief  technicians  or  chief  technologists.  (The  distinction  between  technicians 
and  technologists  is  one  which  is  created  primarily  by  statutes  and  regulations 
and  not  by  practices  in  laboratories.) 

Most  of  the  AMT  registrants  are  graduates  of  vocational  schools,  which  offer 
courses  almost  identical  to  the  training  program  offered  by  the  Armed  Forces. 
The  principal  difference  between  the  two  programs  is  that  the  AMT  schools,  unlike 
armed  forces  schools,  do  not  permit  any  work  on  patients  prior  to  the  completion 
of  the  full  training  program.  As  you  may  know,  the  laboratory  personnel  trained 
in  vocational  schools  do  not  have  a  recognized  place  in  the  personnel  categories 
under  the  Medicare  independent  laboratory  regulations.  This  deletion  of  a  great 
number  of  competent,  properly  trained,  and  registered  laboratory  workers  is 
not  only  abitrary  but  also  a  serious  disservice  to  the  interests  of  providing  proper 
medical  care  for  the  aged.  This  deletion  should  cease. 

American  Medical  Technologists  recommends  that  Conditions  For  Coverage  Of 
Services  Of  Independent  Laboratories  be  amended  in  the  following  ways: 

1.  Delet  all  regulation  of  all  personnel  below  the  supervisory  level.  As  technol- 
ogists do  some  supervising,  they  could  still  be  regulated. 

2.  Provide  that  a  graduate  of  an  armed  forces  school  or  a  vocational  school 
could,  after  an  appropriate  number  of  years  of  experience  in  a  proper  laboratory 
be  recognized  as  a  technologist. 

Respectfully  submitted, 

American  Medical  Technologists, 
By  Hugh  A.  Woosley. 


The  National  Association  of  Retail  Druggists, 

Washington,  B.C.,  November  26,  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Ways  and  Means  Committee, 
U.S.  House  of  Representatives, 
Washington,  B.C. 

Dear  Mr.  Chairman  :  It  is  with  pleasure  that  I  transmit  the  attached  state- 
ment of  the  National  Association  of  Retail  Druggists  concerning  the  Medicare 
and  Medicaid  programs.  We  appreciate  the  opportunity  to  express  our  views  on 
Social  Security  and  Welfare  legislation  that  will  have  such  a  wide  ranging  and 
personal  effect  on  the  daily  lives  of  so  many  of  our  fellow  citizens. 

In  our  statement  we  call  for  enactment  of  a  Medicare  home-drug  program  for 
the  aged.  We  feel  that  the  problem  has  been  studied  more  than  enough  and  that 
the  costs  of  such  preventive  drug  therapy  allowed  by  such  a  program  could  be 
borne  in  great  part  by  the  reduction  in  Medicare  hospital  costs  that  would  re- 
sult. We  further  urge  that  such  Medicare  home  drugs  be  provided  through  retail 
pharmacies.  It  is  a  fact  that  of  all  cost  components  of  medical  care,  only  retail 
drug  costs  have  either  stabilized  at  a  low  percentage  or  even  decreased  slightly 
in  the  past  ten  years.  This,  we  feel,  is  a  tribute  to  the  efficiency  that  free  enter- 
prise competition  generates  in  the  private  sector. 

Retail  pharmacists  throughout  the  country  are  participating  in  Title  XIX 
Medicaid  drug  programs.  However,  the  requirement  that  pharmacists,  in  con- 
trast to  other  health-care  professions,  be  reimbursed  on  a  mandatory  basis  is  poor 
economics  indeed.  To  expect  all  retail  pharmacists  to  accept  the  same  fee  re- 
gardless of  operational  costs,  services  and  inventory  investment  is  manifestly 
unfair.  To  maintain  competition  in  drug  dispensing  and  permt  equitable  treat- 
ment of  the  pharmacist,  it  is  essential  that  the  Medicaid  drug  program  reim- 
bursement policy  allow  retail  pharmacists  the  "usual  and  customary"  charges 
they  individually  charge  their  other  customers  for  the  same  prescription. 

An  additional  point  made  in  the  statement  is  that  continued  unfair  competition 
by  government  dispensaries  in  OEO  Centers  not  only  will  destroy  the  availability, 
convenience,  and  services  of  the  local  drugstores  in  ghetto  areas,  but  will  erode 
the  present  tax  base  and  deprive  both  federal  and  state  governments  of  needed 
revenue.  In  addition,  an  economic  analysis  taking  into  account  all  factors  will 
show  that  final  savings  from  continued  government  aggrandizement  in  this  area 
will  be  fictional. 
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The  membership  of  the  NARD  has  both  a  fiscal  and  a  social-commitment  stake 
in  this  legislation.  We  hope  this  letter  and  the  attached  statement  demonstrate 
our  present  participation  in  government  programs  and  the  retail  druggist's  desire 
to  continue  to  cooperate  with  all  involved  on  an  equitable  and  professional 
basis.  To  facilitate  further  cooperation,  the  NARD  Convention  passed  a  resolu- 
tion calling  for  the  full-time  appointment  within  HEW  of  a  nationally  prominent 
retail  pharmacist  to  advise  the  Secretary  on  matters  concerning  pharmacy.  It 
is  our  hope  you  would  support  such  a  common-sense  approach  to  pharmacy-related 
policy  and  program  determinations. 

Thank  you  again  for  the  opportunity  to  present  our  views. 
Sincerely, 

Willakd  B.  Simmons, 

Executive  Secretary. 

Statement  of  the  National  Association  of  Retail  Druggists  on  Medicare, 
Medicaid,  and  Related  Programs 

It  is  the  purpose  of  this  statement  to  provide  the  Ways  and  Means  Committee 
information  and  recommendations  on  Medicare  and  Medicaid  which  reflect  the 
experience  and  views  of  the  nation's  retail  pharmacists. 

The  members  of  the  National  Association  of  Retail  Druggists  are  the  owners 
of  some  40,000  retail  pharmacies  throughout  the  entire  United  States.  The 
NARD  membership  comprises  over  90  percent  of  the  independently-owned  retail 
pharmacies  where  over  75.000  pharmacists  are  engaged  in  the  practice  of  their 
chosen  profession  and  where  over  75  percent  of  the  nation's  prescriptions  are 
filled. 

Retail  pharmacists  are  both  important  representatives  of  small  business  and 
health  care  professionals  dedicated  by  training  and  experience  to  high  quality 
health  care  for  all  of  our  citizens.  Pharmacists  are  in  daily  contact  with  the 
nation's  health  and  medical  care  problems.  It  is  doubtful  that  the  representatives 
of  any  other  health  profession  are  more  widely  distributed  in  all  segments  and 
strata  of  America  than  retail  pharmacists.  For  instance,  in  the  ghettos  and  inner 
cities  it  has  been  found  that  retail  pharmacists  are  the  only  members  of  the 
health  team  who  have  not  deserted  these  areas. 

Retail  pharmacists  are  very  much  involved  in  many  of  the  medical  care  and 
welfare  assistance  programs  the  Ways  and  Means  Committee  is  considering.  In 
the  daily  pursuit  of  their  profession  and  conduct  of  their  businesses,  NARD 
members  are  in  close  contact  with  the  sick,  aged,  poor,  young,  and  affluent.  In 
recent  years  NARD  members  have  played  an  important  role  in  Medicare  and 
Medicaid  programs  and  can  attest  to  the  good  that  has  emanated  from  them. 

It  is  with  this  cooperative  involvement  in  mind  that  we  are  making  certain 
recommendations  which  we  believe  are  in  the  best  interest  of  the  patients  and 
the  public.  These  recommendations  will  also  assure  the  continued  participation 
and  involvement  of  retail  parmacists  and  will  prevent  their  very  existence  be- 
ing threatened  by  destructive  legislative  and  regulatory  provisions. 

The  National  Association  of  Retail  Druggists  for  almost  a  century  has  worked 
effectively  with  Congress  and  the  agencies.  It  is  the  recognized  voice  of  inde- 
pendently-owned retail  drugstores 

Having  expressed  the  dedication  and  interest  of  our  members  in  high  quality 
medical  care,  their  concern  over  the  effects  governmental  medical  care  programs 
may  have  on  the  survival  of  retail  pharmacy  and  other  professions  and  businesses 
in  the  private  sector,  we  now  turn  to  specific  comments  and  recommendations. 

MEDICARE 

There  is  little  doubt  Medicare  has  been  of  invaluable  assistance  to  the  aged. 
However,  our  members  see  daily  evidence  that  it  is  better  to  prevent  illness  than 
to  only  treat  the  sick.  We  submit  that  hospital  expenditures  under  Medicare 
would  be  reduced  considerably  if  Medicare  patients  were  provided  drugs  in  time. 
Even  one  or  two  days  in  a  Medicare  hospital  result  in  government  expenditures 
that  may  exceed  a  patient's  drug  costs  for  an  entire  year.  Failure  to  provide  pre- 
scription drugs  is  probably  the  single  most  detrimental  exclusion  of  the  Medicare 
program.  In  many  instances  medical  care  programs  that  do  not  provide  prescrip- 
tion drugs  render  the  physician's  services  useless  because  the  patient  is  unable 
to  purchase  the  prescribed  drugs. 

There  has  been  entirely  too  much  delay  in  adding  prescription  drugs  to  the 
Medicare  program.  There  has  been  too  much  time  devoted  to  length  and  costly 
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studies  on  the  subject,  all  of  which  conclude  that  home  drug  coverage  is  neces- 
sary. Certainly  a  great  amount  of  planning  is  necessary  to  initiate  such  a  program, 
but  the  time  has  come  when  consideration  of  the  immediate  drug  needs  of  the 
aged — many  of  whom  are  seriously  ill  and  without  drugs — is  more  important 
than  constructing  infinitely  elaborate  plans  for  the  administration  and  costing  of 
such  a  program.  Regardless  of  the  number  of  studies  and  task  forces  devoted  to  the 
subject,  the  final  program  will  be  the  result  of  operational  experience. 

While  it  is  our  feeling  that  Medicare  drug  program  for  home  patients  should 
not  exclude  certain  Medicare  patients  because  of  age  or  the  type  of  illness  they 
have,  we  feel  it  would  be  better  to  start  a  limited  program  now  and  gain  actual 
experience  than  to  delay  such  coverage  several  more  years — as  has  been  suggested 
by  both  recent  administrations — to  accommodate  more  studies  and  task  forces 
whose  recommendations  may  still  become  impractical  when  they  are  confronted 
with  operational  realities.  The  instant  benefits  of  such  a  program  will  be  better 
care  for  the  aged  and  a  reduction  in  total  Medicare  costs1. 

Since  NARD  members  are  filling  over  75  percent  of  the  nation's  prescriptions, 
we  would  be  willing  to  participate  in  experimentation  or  demonstration  studies 
to  expedite  a  home  drug  program  which  is  so  urgently  needed  by  the  Medicare 
home  patients.  Such  demonstration  studies  would  provide  practical  information 
to  supplement  the  reports  of  the  various  task  forces1.  This  offer  is  made  to 
facilitate,  not  delay  further,  Medicare  home  drugs. 

One  final  point  on  prescribed  drugs  for  the  Medicare  home  patient :  we  feel 
such  drugs  should  be  provided  through  retail  drugstores  only  because  it  is  in  the 
best  interest  of  the  patient  and  the  government.  First,  there  is  no  distribtuion 
system  possible  that  can  provide  the  convenience,  safety,  economy  and  professional 
service  that  can  be  provided  through  retail  drugstores.  Medicare  home  drugs 
through  hospital  out-patient  departments  would  be  a  great  disservice  and  incon- 
venience to  Medicare  patients  and  would  mean  significantly  greater  costs  for  the 
government.  It  is  a  well-known  fact  that  of  all  cost  components  of  medical  care, 
only  retail  drug  costs  have  either  stabilized  at  a  low  percentage  or  even  de- 
creased slightly  in  the  past  ten  years.  All  other  components  have  increased  sig- 
nificantly. Astonishingly  high  and  sharply  accelerating  in-patient  hospital  costs 
would  be  reflected  in  government  expenditures  for  any  Medicare  home  drugs  pro- 
vided through  hospital  out-patient  departments. 

We  certainly  recognize  the  humanitarian  contributions  of  hospitals  and  their 
important  role  in  medical  care,  but  it  is  a  fact  of  life  that  their  high  administra- 
tive and  operational  costs  prevent  them  from  providing  drugs  as  economically  as 
retail  drugstores  even  though  hospitals  buy  drugs  more  cheaply  than  drugstores. 
The  fact  that  retail  retail  drug  costs  have  been  contained  or  have  decreased  is  a 
tribute  to  the  efficiency  that  free  enterprise  competition  generates  in  the  private 
sector. 

The  nation's  retail  drugstores  are  proud  of  their  record  and  will  continue  such 
achievements  provided  their  existence  is  not  threatened  by  government  interven- 
tion through  unreasonable  restrictions  of  government  medical  care  programs. 
It  is  in  the  public  interest  that  competition  in  the  drug  areas  be  preserved. 

The  NARD  has  worked  closely  with  the  Social  Security  Administration  since 
the  inception  of  Medicare  and  our  members  are  quite  knowledgeable  about  the 
program.  NARD  members,  in  cooperation  with  the  Social  Security  Administration, 
have  distributed  15  to  20  million  pieces  of  literature  about  Medicare  to  their 
Medicare  customers. 

MEDICAID  TITLE  XIX 

The  involvement  of  retail  pharmacists  in  the  Medicaid  program  has  been  sub- 
stantial. We  have  seen  in  Medicaid  also  that  a  medical  care  program  which  does 
not  provide  drugs  leaves  much  to  be  desired.  Most  state  Medicaid  programs  do 
provide  drugs  but  the  Medicaid  law  places  them  in  an  "optional"  category  rather 
than  a  "required"  service.  We  feel  drugs  under  such  a  program  should  be  a 
"required"  service  because  they  are  vitally  needed  by  Medicaid  recipients.  If 
they  cannot  get  drugs  these  patients  will  not  even  see  their  physicians  and  pre- 
ventative drugs  again  have  no  chance  to  keep  the  Medicaid  patient  out  of  a  high- 
cost  hospital  bed. 

Retail  pharmacists  had  great  hopes  for  the  Medicaid  program  because  it  offers 
the  private  sector  an  opportunity  to  provide  services  through  the  free  enterprise 
system.  NARD  members  in  many  states,  prior  to  Medicaid,  have  been  working 
with  medical  and  pharmacy  consultants  of  state  welfare  departments  in  the 
development  of  welfare  drug  programs. 
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NARD  has  followed  closely  the  development  of  the  Title  XIX  program  in 
Washington  and  in  the  states.  We  believe  there  is  a  great  need  for  some  type  of 
Medicaid  program  but  will  limit  our  comments  here  to  problems  and  recommenda- 
tions concerning  Medicaid  programs  for  prescribed  drugs. 

Recently  we  surveyed  our  members  about  Medicaid  drug  programs.  Some  of  the 
results  summarized  below  demonstrate  that  a  few  corrections  are  badly  needed 
in  at  least  some  state  programs  : 

1.  The  pharmacy  profession  is  not  adequately  consulted  as  Medicaid  drug  pro- 
grams are  either  formulated  or  revised. 

2.  While  pharmacists  are  sometimes  consulted,  administrators  give  little  at- 
tention to  pharmacists'  recommendations  and  implement  unrealistic  and  unsuc- 
cessful drug  programs. 

3.  Pharmacists  are  often  unable  to  supply  quality  drugs  because  they  are  paid 
"too  little"  and  "too  late." 

4.  Delayed  payments  to  pharmacists,  extra  paper  work  and  more  time  required 
to  provide  adequate  pharmaceutical  service  for  Medicaid  patients,  all  increase  a 
store's  operational  costs  in  filling  Medicaid  prescriptions,  yet  state  drug  programs 
usually  allow  the  pharmacist  less,  sometimes  significantly  less,  than  he  usually 
and  customarily  charges  his  other  customers. 

5.  Medicaid  encourages  physician  dispensing.  This  is  wasteful  since  physicians' 
services  are  needed  for  other  activities.  Also  drug  dispensing  in  the  offices  of 
physicians  is  seldom  of  the  quality  found  in  a  professional  pharmacy  primarily 
because  untrained  personnel  in  a  physician's  office  too  often  takes  over  the  drug 
dispensing  function.  Physician  dispensing  is  often  accompanied  by  inadequate 
drug  records,  inadequate  instructions  to  patients,  improper  packaging  or  con- 
tainers, and  unauthorized  refills. 

6.  Medicaid  drug  policies  are  sometimes  "unclear"  and  claim  forms  are  un- 
necessarily complicated. 

7.  Some  Medicaid  drug  programs  interfere  with  the  professional  prerogative 
of  both  pharmacists  and  physicians. 

8.  Replies  frequently  complained  of  "too  many  restrictions,"  "drug  list  too 
limited,"  "quality  drugs  not  available  at  price  allowed"  and  "better  identification 
needed  for  patients." 

9.  Many  returning  their  questionnaires  complained  about  the  "fixed  fee"  as  a 
component  in  determining  the  total  price  of  a  Medicaid  prescription.  They  felt 
that  in  order  to  arrive  at  a  fair  reimbursement  figure  for  a  fee,  it  would  be  nec- 
essary to  take  into  account  local  tax  structure,  competitive  realities,  professional 
services  provided  and  other  factors  that  are  peculiar  to  each  individual  store. 
Obviously,  a  fixed  fee  for  an  entire  state  or  even  a  district  is  unfair.  To  expect  all 
retail  pharmacists  to  accept  the  same  fee  regardless  of  operational  costs  and 
inventory  investment  is  poor  economics  indeed.  NARD  members  support  the  con- 
tinued use  of  the  "usual  and  customary"  method  of  reimbursing  drugstores.  As 
we  discuss  elsewhere  in  this  statement,  this  reimbursement  method  is  essential  to 
maintenance  of  competition  in  drug  dispensing — competition  that  benefits  both 
the  patient  and  the  government  as  it  assures  higher  quality  service  and  maximum 
economy. 

The  NARD  recently  surveyed  the  welfare  directors  of  the  50  states.  The  ques- 
tions were  designed  to  elicit  their  experiences  on  many  different  facets  of  the 
Medicaid  program  in  their  state  and  how  well  or  how  poorly  the  drug  programs 
are  working.  The  following  represent  some  of  their  reactions.  Each  state  program 
is  in  a  different  state  of  development  or  implementation  and  the  problems  are 
different  depending  upon  how  far  along  the  developmental  trail  the  program  has 
travelled. 

1.  Many  directors  felt  that  their  main  problem  was  in  setting  an  equitable  fee 
for  professional  services.  While  they  felt  the  fixed  fee  was  probably  the  easiest 
for  them  to  administer,  they  recognized  that  in  many  instances  it  probably  was 
unfair  to  the  pharmacist. 

2.  A  problem  that  the  directors  felt  was  not  the  fault  of  the  pharmacist  was 
over-utilization.  The  pharmacist  who  receives  a  prescription  has  very  little  option 
in  filling  it  when  presented.  Physicians  also  have  difficulty  with  the  patient  who 
shops  around  and  receives  prescriptions  from  different  physicians  for  the  same 
ailment.  Some  patients  can  build  up  quite  a  little  inventory  for  themselves  this 
way.  Over-utilization  does  show  up  on  state  records  and  the  directors  are  making 
efforts  to  police  this  type  of  abuse. 

3.  The  most  common  complaint  of  the  directors  was  lack  of  sufficient  funds  to 
provide  adequate  drug  coverage.  Allied  to  this  problem  is  the  inability  to  pay  for 
the  highest  quality  drugs  with  available  funds. 
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4.  A  sizeable  percentage  of  the  directors  stated  that  they  reimbursed  dispensing 
physicians  on  the  same  basis  as  the  dispensing  pharmacist.  This  practice  is 
encouraged  by  HEW  in  their  current  regulations  permitting  reimbursement  to 
physicians.  As  noted  elsewhere  in  this  statement,  the  NARD  feels  this  results  in 
unfair  competition  and  poor  service  to  the  patient.  Several  states  seem  to  elimi- 
nate physician  dispensing  under  Medicaid  by  either  not  reimbursing  physicians 
for  drugs  or  by  limiting  physician  payments  to  the  cost  of  the  drugs  only. 

The  NARD  has  been  in  frequent  contact  with  Medicaid  officials  in  Washington. 
Many  of  these  complaints  have  been  brought  to  their  attention.  Yet  there  still 
persists  too  much  excited  effort  by  non-pharmacist  administrators  and  other 
Medicaid  personnel  to  change  existing  customs  and  practices  in  retail  pharmacy. 
It  is  doubtful  that  the  concentrated  effort  of  Medicaid  personnel  to  change  exist- 
ing reimbursement  practices  for  retail  pharmacists  can  be  justified  when  drug 
expenditures  under  Medicaid  are  the  only  medical  cost  component  to  show  a  per- 
centage decrease.  Some  of  the  proposed  drug  guidelines  will  substantially  increase 
Medicaid  drug  costs.  Other  policies  proposed  in  Washington  will  discourage 
vendor  participation.  Since  many  Medicaid  patients  are  among  the  aged,  we  are 
faced  with  proposed  reimbursement  proposals  that  will  increase  costs  and  make 
it  difficult  for  the  patient  to  secure  medication  without  serious  inconvenience. 

NEIGHBORHOOD  HEALTH  CENTERS 

In  recent  years  the  Office  of  Economic  Opportunity  has  inaugurated  the  con- 
cept of  Neighborhood  Health  Centers  which  have  provided  valuable  health 
services  in  many  areas.  The  policy  of  the  OEO  Washington  Office  is  to  include 
government  pharmacies  in  each  of  these  NHC's  in  open  and  direct  competition 
with  retail  pharmacy.  Many  of  the  NHC  recipients  are  also  Medicaid  recipients 
eligible  for  drugs  through  a  drugstore  of  their  choice.  Some  testimony  before 
Congress  by  HEW  and  OEO  spokesmen  has  indicated  there  may  be  a  need  for  as 
many  as  3000  NHC's  which  could  be  providing  drugs  for  as  many  as  75  million 
people.  The  matter  of  government  drugstores  in  NHC's  in  direct  competition  with 
the  nation's  retail  drugstores  should  be  of  great  importance  to  the  Ways  and 
Means  Committee.  Certainly  the  NHC  drug  rooms  cannot  provide  the  quality  of 
pharmaceutical  service  available  in  the  independently-owned  retail  pharmacies 
which  NARD  represents,  but  their  continued  development  will  also  destroy  many 
small  businesses  which  are  important  sources  of  federal  and  state  tax  revenue. 

The  OEO  claims  they  can  provide  drugs  to  Medicaid  recipients  at  great  savings 
because  they  can  buy  drugs  cheaper  than  drugstores,  but  if  all  of  the  additional 
government  costs  are  included,  the  saving  is  fictional.  We  believe  the  Ways  and 
Means  Committee  would  be  particularly  concerned  if  current  drug  policies  for 
NHC's  are  continued  under  either  OEO  or  HEW.  The  result  will  be  the  elimina- 
tion of  a  significant  number  of  taxpaying  drugstores  and  subsequent  erosion  of 
the  tax  base.  Government  appropriations  for  NHC  drugstores  must  be  terminated 
because  of  the  basic  unfairness  to  small  business  and  because  of  inconvenience  to 
a  large  number  of  Medicaid  recipients. 

PHARMACY  DIRECTION  IN  HEW 

As  Medicare,  Medicaid  and  other  government  medical  programs  are  developed 
to  provide  prescription  drugs,  it  is  conceivable  that  within  a  year  or  two  HEW 
will  be  responsible  for  substantially  increased  vendor  drug  programs.  There  is 
presently  a  great  need  for  pharmacy  leadership  in  HEW.  There  is  an  absence  of 
high  level  personnel  in  HEW  of  recognized  prominence  in  retail  pharmacy.  Drug 
policies  are  being  formulated  by  personnel  with  almost  every  other  kind  of  train- 
ing and  experience. 

There  is  a  serious  need  for  a  retail  pharmacist  of  national  prominence  in  the 
Office  of  the  HEW  Secretary  to  provide  professional  leadership  to  existing  and 
contemplated  government  drug  programs. 

The  arguments  we  hear  against  such  an  appointment  are  that  retail  pharmacy 
background  is  not  acceptable  because  such  a  person  would  have  a  vested  interest 
and  could  not  act  in  the  public  interest.  The  NARD  takes  strong  exception  to 
such  a  specious  argument  when  the  record  shows  that  retail  pharmacists  have 
kept  faith  with  the  public  by  holding  the  line  on  drug  prices  and  by  the  numerous 
high  offices  of  public  trust  retail  pharmacists  have  held  with  distinction  in  city, 
county,  state  and  national  levels  of  government. 
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Because  of  the  public  importance  of  such  an  appointment,  the  National  Associa- 
tion of  Retail  Druggists  adopted  the  following  Resolution  on  October  16,  1969  at 
its  National  Convention : 

WHEREAS  the  Medicaid,  Medicare  and  other  government  drug  programs  are 
vastly  increasing  in  size  and  may  approach  several  billion  dollars  in  a  very  few 
years,  and 

WHEREAS  such  drug  programs  will  not  be  publicly  or  professionally  accept- 
able unless  drugs  are  provided  through  the  nation's  retail  pharmacies,  and 

WHEREAS  various  non-pharmacy  personnel  with  HEW  are  presently  conduct- 
ing surveys,  issuing  guidelines,  developing  plans  and  engaging  in  a  myriad  of 
other  activities  without  direction  from  a  retail  pharmacist  in  a  high  level  HEW 
position, 

BE  IT  RESOLVED  that  the  NARD  recommend  to  Congress  and  to  the  HEW 
Secretary  that  a  high-level  position  be  established  in  the  Office  of  the  Secretary 
of  HEW  for  a  retail  pharmacist  of  national  prominence  with  authority  to  estab- 
lish and  direct  pharmacy  services  in  HEW. 

We  feel  the  opinions  of  the  NARD  membership  are  reflective  of  grass-roots 
feeling  across  the  nation.  As  taxpayers  and  socially  involved  citizens  of  their 
respective  communities,  our  membership  have  both  a  fiscal  and  social-commit- 
ment stake  in  these  programs  and  in  what  they  will  mean  to  both  the  local  com- 
munity and  the  country. 

The  National  Association  of  Retail  Druggists  stands  ready  to  provide  mean- 
ingful assistance  to  the  Congress  and  the  agencies  as  this  legislation  before  the 
Ways  and  Means  Committee  is  considered,  enacted  and  implemented. 


Guild  op  Prescription  Opticians, 
Washington,  D.C.,  November  13, 1969. 
Re  HR.  2367,  H.R.  10291,  H.R.  11176,  H.R,  13155,  H.R.  13342,  and  H.R.  14282. 
Hon.  Wilbur  D.  Mills, 
Chairman,  Ways  and  Means  Committee, 
Longworth  House  Office  Building, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  The  above  captioned  bills  now  pending  before  your  com- 
mittee would  amend  Title  XVIII  of  the  Social  Security  Act  to  cover  routine  eye 
examinations  (refractions)  and  eyeglasses  for  all  medicare  participants.  Such 
coverage  was  recommended  by  former  Secretary  Cohen  "when  funds  are 
available". 

If  the  Congress  sees  fit  to  provide  such  coverage  at  this  time,  this  association 
strongly  urges  that  such  extension  include  provisions  to  insure  the  following : 

1.  That  each  medicare  patient  be  guaranteed  the  freedom  to  have  his  eyeglasses 
made  wherever  he  chooses  ;  and 

2.  that  reimbursement  to  the  supplier  of  eyeglasses  be  based  on  reasonable 
and  customary  charges,  which  is  presently  the  basis  for  reimbursement  of  covered 
ocular  prostheses. 

This  association  represents  1,100  retail  optical  stores  and  speaks  on  behalf 
of  its  members  and  other  optical  stores  similarly  situated. 
Sincerely, 

J.  A.  Miller. 


American  Institute  in  re  Biotica 

Re  SSA  retirement  test  under  Public  Law  90-248,  amended  1967,  and  other 

pertinent  aspects. 
Hon.  Wilbur  D.  Mills, 
Chairman,  Committee  on  Ways  and  Means, 
U.S.  House  of  Representatives, 
Washington,  D.C. 

Chairman  Wilbur  D.  Mills  and  Committee  Members  :  This  statement  is  in 
lieu  of  a  request  to  be  heard  before  the  committee's  hearings  on  SSA  matters 
beginning  on  Oct.  22,  1969  for  the  public.  Since  my  personal  experiences  of  the 
past  three  years  with  several  U.S.  Government  agencies  has  centered  upon  cri- 
tique of  the  ways  in  which  rules  and  regulations  are  being  interpreted  by  agents 
of  HEW-SSA,  particular  reference  is  made  to  the  Soc.  Sec.  Retirement  Test 
under  P.L.  90-248,  as  amended  1967. 
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In  order  not  to  complicate  the  matter  and  to  limit  the  statement  to  practical 
application  results,  reference  is  further  directed  to  House  Document  No.  91-40 
Jan.  1969  (GPO:  23-205,  Jan.  '69).  This  was  a  letter  and  report  discussing  the 
Retirement  Test,  which  was  referred  to  the  Committee  on  Ways  and  Means.  In 
this  report,  the  former  HEW  Secretary  W.  J.  Cohen  describing  the  Retirement 
Tests,  admits  variously  (pg.  3  all,  pg.  6  lower  half)  that  the  rules  and  regulations 
are  in  substance  imperfect.  Particularly  the  Retirement  Tests  are  confusing,  hard 
to  understand  for  the  public,  and  even  difficult  to  administer  by  the  agents  ;  to  the 
public  it  appears  that  this  difficulty  to  interpret  the  laws  practically  results  in 
a  double  standard  of  laws,  one  to  be  used  by  the  agents,  and  one  as  told  to  the 
public,  and  understood  by  the  public. 

As  a  good  example  take  the  31-page  blue  booklet  "Rights  and  Responsibilities" 
of  those  who  receive  Soc.  Sec.  Retirement  Benefits,  HEW  document  SSA-1420 
(4-68)  (GPO:  1968  0-298-921).  On  pages  16  to  19,  a  formerly  self-employed 
retired  person  is  shown  how  the  retirement  tests  are  applied  to  his  case.  In  the 
following  items  of  information  there  seems  to  be  no  confusion.  The  monthly 
and  annual  tests  are  clear.  Limits  of  allowable  earnings  from  part  time  services, 
besides  retirement  benefits  are  clear.  Provisions  for  unlimited  income  from  inter- 
ests, rents,  dividends  and  royalties  etc.  are  clear.  Age  group  limits  are  clear. 
Whether  the  laws  in  all  these  details  are  fair  to  all  aged  people  as  a  whole,  or 
whether  they  are  discriminatory  to  particular  groups  of  people  is  another  ques- 
tion, not  raised  here,  but  undoubtedly  brought  up  by  others  in  the  present 
hearings. 

The  worst  fault  and  ambiguity  in  these  regulations  is  in  their  unlimited  word- 
ing. If  the  above  mentioned  rules  under  the  tests  were  carried  out  as  defined 
by  limits,  there  would  be  no  confusion.  If  earnings  received  for  services  in  a  given 
time,  and  the  time  or  efforts  spent  in  a  given  time  were  the  only  criteria,  inter- 
pretation of  the  law  would  be  simple.  Both  earnings  received  and  time  spent  is 
definitely  measurable,  and  easily  documented.  But  the  agents  are  permitted  to 
apply  other  vague  and  undefinable  terms  within  the  rules,  which  allow  them  to 
assume  that  they  are  not  convinced  the  applicant  is  retired  within  the  meaning 
of  the  laws,  despite  the  fact  that  he  had  been  granted  "Award  of  Retirement 
Benefits."  Both  the  monthly  and  the  annual  tests  may  be  disregarded,  simply 
because  the  agent  may  arbitrarily  interpret  undefined  terms,  such  as  size  of  busi- 
ness, type  of  work,  management,  substantial  services,  all  of  which  are  not  suffi- 
ciently defined  in  the  law.  On  page  19  (SSA-1420.4-68)  it  says:  "Less  than  15 
hours  a  month  is  never  considered  substantial."  Of  course,  the  question  whether 
services  are  substantial  in  a  month  is  important  only  if  total  earnings  have 
exceeded  $1680  (1968/69).  This  lack  of  definite  standards  is  inexcusable. 

Another  very  unfair  practice,  causing  extreme  hardship  to  people  beyond  the 
65  age  and  labor  market  range,  is  the  manner  in  which  application  proceedings 
are  carried  on,  despite  the  promises  of  fair  and  speedy  execution  of  the  laws. 
There  is  definite  evidence  that  cases  are  not  solved  thru  all  the  agencies  from 
the  local  office  of  application,  examiners,  review  and  hearing  and  appeals  boards 
for  two  years  and  longer,  and  this  is  called  due  process  of  law.  Also  a  typical 
attitude  of  many  agents,  evident  in  all  establishments,  that  other  pertinent 
supporting  evidence  by  the  applicant  is  often  not  listened  to,  is  evaded  or  omitted 
from  the  record  and  the  conclusive  findings.  It  clearly  shows  how  academic  logis- 
tics by  the  authorities  in  interpreting  the  laws  are  utterly  failing  to  correspond 
to  common  sense  logic  of  the  public,  which  is  not  always  as  uneducated  as  Mr. 
Cohen  depicts  this  in  his  report.  .  .  .  Committed  to  be  of  help  in  solving  prob- 
lems caused  by  unfair  laws,  I  am 
Sincerely  yours 

W.  C.  Levering, 
Martinsville,  N.J. 


Statement  of  Nicholas  J.  O'Connell,  Jr.,  President,  Allied  Pilots  Association 

Mr.  Chairman,  honorable  members  of  the  committee,  on  behalf  of  the  members 
of  my  organization  and  myself,  I  would  like  to  express  my  appreciation  for  your 
allowing  me  to  present  my  views  to  the  Committee.  My  name  is  Nicholas  J. 
O'Connell,  Jr.  and  I  am  President  of  the  Allied  Pilots  Association,  the  certified 
bargaining  representative  of  some  3,500  pilots  in  the  employ  of  American  Airlines. 
I  might  note  that  this  group  constitutes  approximately  15%  of  the  nation's 
commercial  airline  pilots. 
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The  Social  Security  System  has  become  a  keystone  in  the  design  providing  an 
adequate  standard  of  living  for  an  individual's  less  productive  years.  Today 
approximately  19  million  older  Americans  are  receiving  cash  payments  from  this 
source.  Since  1935,  the  Federal  Government  has  assumed  an  important  role  in 
the  task  of  providing  a  more  dignified  way  of  life  for  our  senior  citizens.  Its  initial 
step  was  the  Social  Security  Act.  More  recently,  medical  assistance  legislation 
and  "The  Older  Americans  Act"  were  enacted  as  the  continuation  of  this  assump- 
tion of  responsibility.  Such  action  points  up  the  fact  that  the  existing  provisions 
of  the  Social  Security  Act  are  only  the  keystone  in  an  ever  changing  system  of 
income  protection. 

Failure  of  Coverage 

There  exists  today  in  the  application  of  the  Social  Security  Act  an  inequitable 
failure  of  coverage  with  respect  to  certain  "retired"  individuals.  It  is  the  cure 
of  this  inequity  for  which  I  ask  your  consideration.  The  inequity  of  which  I 
speak  stems  from  the  fact  that  the  Federal  Government  through  the  Federal 
Aviation  Agency  promulgated  a  regulation  which  prevents  a  pilot  from  pursuing 
his  professional  career  past  the  age  of  60.  This  regulation,  which  became  effective 
in  1960,  applies  without  regard  to  the  individual's  physical  capabilities.  Since 
that  date,  United  States  air  carriers  have  not  utilized  pilots  after  they  have 
reached  their  60th  birthday.  The  pilots  at  American  Airlines  took  the  leacl  and 
fought  long  and  hard  to  prevent  the  adoption  of  a  regulation  which  we  believed 
and  still  believe  is  unfair  and  unsound. 

To  underscore  the  severity  of  this  situation  you  must  realize  that  an  affected 
individual  will  be  unemployable  during  the  optimum  earning  period  enjoyed 
by  most  Americans  and  at  an  age  when  a  man  can  scarcely  train  himself  for  a 
new  career  or  find  alternate  employment  suitable  to  his  skill,  training  and  back- 
ground. I  appreciate  the  fact  that  this  committee  is  not  the  place  for  me  to 
reargue  the  inequities  of  this  compulsory  retirement  regulation.  However,  your 
committee  can  uphold — indeed  further — Congress'  tradition  of  correcting  unfair 
Social  Security  situations  by  appropriate  legislative  action. 

Such  an  unfair  situation  exists  when  the  present  Social  Security  laws  con- 
template that  a  man  should  be  entitled  to  the  full  benefits  of  the  program  at  his 
normal  retirement  age  of  65,  while  another  Federal  program  presumably  designed 
to  serve  other  purposes  of  the  Federal  Government  decrees  that  members  of  our 
profession  may  not  work  past  their  60th  birthday.  Certainly,  the  same  considera- 
tions which  prompted  Congress  to  provide  benefits  at  the  normal  retirement  age 
of  65  would  also  be  applicable  to  the  man  who  is  forced,  through  no  fault  of  his 
own,  but  pursuant  to  a  Federal  program  to  retire  at  an  earlier  age.  In  short, 
there  is  no  reason  for  an  individual  to  suffer  a  deferral  or  reduction  of  his 
Federal  Social  Security  benefits  where  his  early  retirement  is  mandated  by 
Federal  law  or  regulation. 

PAST  REMEDIAL  PROPOSALS 

Past  proposals  made  by  our  group  and  others  in  an  attempt  to  rectify  the 
situation  are,  in  the  order  of  our  preference : 

(a)  Legislation  providing  that  full  social  security  benefits  be  payable  at  the 
actual  time  of  retirement  to  any  individual  who  is  forced  by  Federal  law,  rule 
or  regulation  to  retire  from  his  normal  occupation  prior  to  the  age  of  65  and 
that  for  the  purposes  of  the  social  security  laws,  such  earlier  retirement  date 
be  considered  the  individual's  normal  retirement  date. 

(5)  A  bill  providing  for  retirement  at  age  60  with  the  same  benefits  as  if  the 
individual  had  continued  employment  until  age  65  at  the  same  rate  of  pay  he 
was  earning  at  the  time  of  the  forced  retirement,  e.g.  H.  R.  7582. 

(c)  An  amendment  to  the  law  providing  five  additional  drop-out  years  in 
computing  the  social  security  benefits  in  the  case  of  an  individual  who  is  forced 
to  retire  prior  to  the  age  of  65  bv  Federal  statute,  rule  or  regulation,  e.  g. 
H.  R.  7006. 

(d)  An  amendment  providing  that  when  a  person  is  forced  into  retirement  by 
Federal  statute,  rule  or  regulation  prior  to  age  65,  he  will  be  given  the  right  to 
make  further  contribution  into  the  social  security  plan  for  that  period  of  time 
between  his  retirement  age  and  age  65,  as  though  he  were  self-employed,  e.  g. 
H.  R.  7581. 

In  this  connection,  our  organization  and  I  personally,  support  the  Administra- 
tion's proposal  concerning  the  "age  62  computation  point  for  men".  This  pro- 
vision will  somewhat  alleviate  our  problem  and  we  recognize  it  as  a  step  in  the 
right  direction. 

36-662— 70— pt.  7  19 


2574 


FEDERAL  EARLY  RETIREMENT  ACT 

While  not  abandoning  the  above  mentioned  approaches  to  our  problem  or 
deprecating  the  effect  of  the  Administration's  proposal,  we  have  formulated  a  new 
one  that,  we  believe,  squarely  meets  the  central  issue  we  are  raising.  We  propose 
that  a  "Federal  Early  Retirement  Act"  should  be  enacted  under  which  all  those 
who  are  forced  to  retire  before  the  age  of  65  or  other  normal  retirement  date  by 
Federal  statute,  rule  or  regulation  shall  be  covered  by  a  separately  funded 
and  administered  retirement  plan.  Such  an  act,  is  not  without  precedent.  The 
"Railroad  Retirement  Act"  is  a  separately  funded  and  administered  act  set  up 
to  provide  separate  retirement  coverage  for  a  separate  group  of  individuals  with 
their  own  particular  problems  and  requirements. 

Under  our  proposed  "Federal  Early  Retirement  Act"  an  individual  will  become 
eligible  for  retirement  benefits  at  the  particular  age  that  he  is  required  by  Federal 
law  to  retire.  In  the  case  of  Airline  Pilots  that  age  would  be  60.  This  act  would 
be  funded  through  a  transfer  of  the  funds  that  the  affected  individuals  had 
previously  credited  to  their  account  with  the  Social  Security  Administration. 
All  future  contributions  would  be  made  on  the  basis  of  matching  employer- 
employee  contributions  sufficient  to  fund  equivalent  benefits  to  the  individual  as 
if  he  had  retired  at  the  age  of  65  under  the  Social  Security  Act.  These  equivalent 
benefits  would  be  computed  according  to  the  applicable  social  security  benefits 
existing  at  that  time. 

The  "Federal  Early  Retirement  Act"  would  fill  a  glaring  breach  in  the  coverage 
of  the  Social  Security  Act.  It  would  fill  the  gap  in  coverage  afforded  individuals 
who  are  forced  to  retire  from  their  normal  occupation  by  Federal  law,  rule  or 
regulation  prior  to  the  age  of  65,  and  provide  full  or  equivalent  social  security 
benefits  at  the  actual  time  of  retirement. 

On  behalf  of  myself  and  our  Association  I  again  want  to  urge  action  upon  the 
Committee  to  remedy  a  most  unfair  condition  in  our  laws. 


Veterans  of  Foreign  Wars  of  the  United  States, 

Washington,  D.C.,  October  14, 1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

U.S.  House  of  Representatives,  Washington,  D.  C. 

Dear  Chairman  Mills  :  This  is  in  reference  to  the  public  hearings  on  proposals 
to  amend  the  various  titles  of  the  Social  Security  Act,  which  are  scheduled  to 
begin  on  October  15, 1969. 

The  great  majority  of  the  national  resolutions  approved  by  the  delegates  to 
the  National  Conventions  of  the  Veterans  of  Foreign  Wars  address  themselves 
to  veterans  programs  and  benefits. 

Occasionally,  however,  the  delegates  do  involve  themselves  with  matters  which 
pertain  to  social  security  provisions.  It  is  in  that  regard  that  I  am  writing  to  you. 

Please  find  enclosed  copies  of  two  national  resolutions  which  were  approved 
by  the  delegates  representing  1,500,000  members  to  our  Philadelphia  National 
Convention  last  August.  Resolution  No.  155  entitled  "Providing  for  Chiropractic 
Care  WWI"  concerns  itself  with  legislation  to  amend  the  Social  Security  Act  to 
authorize  chiropractic  services  under  the  Medicare  program. 

Resolution  No.  265  would  request  the  elimination  of  the  waiting  period  of  six 
months,  which  is  required  under  the  provisions  of  the  total  disability  program 
for  social  security  beneficiaries.  Please  note  that  the  Resolve  clause  of  the  reso- 
lution urges  that  this  waiting  period  be  disregarded  when  it  is  medically  obvious 
that  the  disability  is  total  and  will  extend  beyond  the  minimum  period  of  six 
months. 

Copies  of  these  resolutions  are  enclosed.  It  is  hoped  that  your  Committee  will 
give  favorable  consideration  to  the  proposals  contained  in  these  resolutions  and 
that  they  will  be  incorporated  in  any  amendments  or  legislation  that  your  Com- 
mittee may  report  at  the  conclusion  of  your  hearings  on  social  security  proposals. 

With  all  best  wishes  and  kind  personal  regards,  I  am 
Sincerely, 

Francis  W.  Stover, 
Director,  National  Legislative  Service. 

Enclosure : 


Resolution  No.  155 
providing  fob  chieopractic  cake  wwi 

Whereas,  the  elderly  citizens  of  the  United  States,  which  includes  the  veteran 
population,  all  of  whom  are  entitled  to  complete  and  total  health  care ;  and 

Whereas,  the  inclusion  of  chiropractic  services  to  the  elderly  will  constitute  a 
parr  of  rhat  health  care,  that  is  now  being  denied  them  ;  and 

Whereas,  thirty-three  (33)  Congressmen  and  U.  S.  Senators  have  already 
introduced  bills  to  amend  Title  XVIII  of  the  Social  Security  Act  to  provide 
payment  for  chiropractic  services  under  the  program  of  supplementary  medical 
insurance  benefits  for  the  aged,  now  being  considered  by  the  Congress ;  now, 
be  it  therefore 

Resolved,  By  the  70th  National  Convention  of  the  Veterans  of  Foreign  Wars  of 
the  United  States,  that  we  go  on  record  as  urging  the  Congress  of  the  United 
States  to  amend  the  Social  Security  Act  to  cover  our  elder  citizens  and  veterans 
needing  chiropractic  treatment  for  their  various  ailments ;  and  be  it  further 

Resolved,  That  all  members  of  the  Veterans  of  Foreign  Wars  urge  their  respec- 
tive Congressmen  and  Senators  to  support  the  pending  legislation  to  bring  about 
the  proposed  change. 

Adopted  at  the  70th  National  Convention  of  the  Veterans  of  Foreign  Wars  of 
the  United  States  held  at  Philadelphia,  Pennsylvania,  August  15  through  22. 1969. 

Resolution  No.  265 
eliminate  waiting  period  eoe  totally  disabled  soclal  security 

Whereas,  a  waiting  period  of  six  months  is  required  by  the  Social  Security 
Administration  before  they  will  pay  Total  Disability  Social  Security ;  and 

Whereas,  the  waiting  period  is  creating  a  hardship  on  the  families  of  the  totally 
disabled  :  now,  therefore  be  it 

Resolved.  By  the  70th  National  Convention  of  the  Veterans  of  Foreign  Wars 
of  the  United  States,  that  we  urge  the  Social  Security  Administration  to  disregard 
the  waiting  period  when  it  is  obvious  that  the  disability  will  not  recover  within 
six  months. 

Adopted  at  the  70th  National  Convention  of  the  Veterans  of  Foreign  Wars 
of  the  United  States  held  at  Philadelphia.  Pennsylvania.  Angost  15  through  22. 
1969. 


Statement  of  Peteb  L.  Lassen.  Executive  Director.  Paralyzed  Veterans  of 

America 

Mr.  Chairman,  although  I  am  the  official  representative  of  a  national  organiza- 
tion of  severely  disabled,  I  speak  on  behalf  of  all  the  severely  disabled  or  our 
nation,  whether  they  be  veteran  or  nonveteran.  Paraplegia  knows  no  bias,  and  its 
multi-faceted  affliction  is  similarly  disabling  to  all. 

Mr.  Chairman,  the  Social  Security  Amendments  Act  of  1967  went  a  long  way 
toward  alleviating  the  inequities  of  the  law  relating  to  beneficiaries  of  Social 
Security  Disability  Insurance,  yet  experience  has  shown  us  the  certain  short- 
comings that  still  exist  in  our  system.  With  your  permission.  I  would  like  to 
point  out  some  of  these  areas  which  require  the  immediate  consideration  of  your 
committee  in  order  to  abolish,  once  and  for  all.  the  inequities  which  still  persist. 

ELIMINATE    SIX-MONTH   WAITING  PERIOD 

Present  law  requires  that  any  person  who  is  afflicted  with  a  disability  the 
extent  of  which  would  entitle  him  to  disability  benefits  under  the  Social  Security 
Act,  is  not  eligible  for  such  payments  until  the  expiration  of  a  six-month  "waiting"' 
period.  It  is  just  this  period.  Mr.  Chairman,  when  the  disabled  person  is  most  in 
need  of  financial  assistance,  for  himself  if  he  is  single.,  and  for  his  family  if  he  is 
married.  The  economic  burdens  of  daily  living  do  not  stop  upon  the  onset  of 
disability ;  indeed,  they  are  compounded.  Consequently,  the  PVA  strongly 
recommends  : 

(1)  That  disability  insurance  benefits  under  Section  223  of  the  Social  Security 
Act  shall  be  payable  from  the  first  day  of  disability  providing  that  it  has  been 
medically  determined  that  such  disability  is  expected  to  be  total  and  permanent 
in  nature  so  as  to  preclude  his  engagement  in  any  substantial  gainful  activity. 
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SIX  QUARTERS  OF  COVERAGE 

According  to  a  recent  Public  Health  Report,  the  burden  of  disability  is  greater 
among  the  aged,  uneducated,  nonwhite  and  rural,  than  among  the  rest  of  the 
population.  It  is  extremely  difficult  for  this  low-income  and  relatively  unemploy- 
able group  to  accumulate  the  required  number  of  quarters  to  coverage  to  become 
eligible  for  disability  benefits.  To  be  eligible,  the  worker  who  becomes  disabled 
before  age  31  will  qualify  for  cash  benefits  if  he  worked  in  covered  employment 
for  one-half  of  the  quarters  between  the  time  he  was  21  and  the  time  he  became 
disabled,  or  at  least  six  quarters  during  the  last  twelve  immediately  preceding 
the  onset  of  his  total  disability.  While  this  is  a  great  improvement  over  the 
previous  law,  it  still  precludes  payment  to  individuals  who  may  have  accumulated 
a  number  of  quarters  in  covered  employment  over  a  longer  period  of  time.  Accord- 
ingly, the  FY  A  recommends : 

(2)  Any  worker  who  suffers  a  disability  which  shall  be  rated  as  total  and 
permanent,  and  who  has  accumulated  not  less  than  six  quarters  of  covered  em- 
ployment, shall  be  eligible  for  disability  insurance  benefits  under  the  Social 
Security  Act. 

JOB  INCENTIVE 

In  his  message  to  Congress,  President  Nixon  recommended  certain  changes  to 
the  Social  Security  Act  relating  to  increased  rates  of  payment,  minimum  income, 
and  deductions  on  account  of  work.  These  are  principles  with  which  we  are  in 
total  accord.  In  the  face  of  increased  costs  of  living,  however,  Social  Security 
benefits  today  are  totally  unrealistic.  There  are  many  among  the  disabled  and 
aged  who  can  contribute  to  the  economy  of  the  Nation.  Employment  and  addi- 
tional income  are  as  essential  to  a  modest  way  of  life  as  they  are  to  the  dignity 
of  an  individual.  In  effect,  while  we  support  the  principles  of  the  President  in 
these  areas,  our  experience  with  the  severely  disabled  indicates  that  Mr.  Nixon 
may  be  too  modest  in  his  requests.  We  believe  the  following  to  fall  closer  to  the 
realistic  needs  of  the  severely  disabled  beneficiary  : 

(3)  An  across-the-board  increase  of  20  percent  in  Social  Security  Disability 
Insurance  payments,  with  a  minimum  payment  of  $100  per  month. 

(4)  An  increase  from  $1680  to  $2500  in  the  amount  beneficiaries  may  earn 
annually  without  reduction  of  their  benefit. 

(5)  The  elimination  of  the  one-dollar  for  one-dollar  reduction  for  earned 
income  and  its  replacement  by  a  ratio  of  one  dollar  benefit  for  every  two  dollars 
earned  in  excess  of  $2500  earned  income. 

MEDICAL  INSURANCE 

Mr.  Chairman,  when  the  price  of  adequate  medical  care  is  approaching  financial 
impossibility  for  the  person  of  average  means,  think  what  it  is  doing  for  those 
with  low  and  fixed  incomes.  Most  of  our  States  have  generous  and  comprehensive 
programs  of  medical  care  for  the  aged.  A  number  of  them  have  similar  programs 
for  the  young  and  indigent.  But  too  few  States  have  any  type  of  preventive  medi- 
cine program  for  the  severely  disabled  such  as  paraplegics  and  quadriplegics.  The 
affliction  of  such  a  catastrophic  malady  requires  the  type  of  specialized  care  j 
that  only  a  spinal  cord  injury  center  can  give.  But  the  cost  of  such  care  is  beyond  ! 
the  means  of  any  individual  or  family,  During  his  lifetime,  the  disabled  person 
must  maintain  a  regimen  of  medical  care  that  is  without  equal.  Preventive  medi- 
cine and  treatment  must  be  rigidly  prescribed  to  keep  him  Out  of  the  hospital. 
Under  present  law,  Mr.  Chairman,  the  disabled  are  entitled  to  total  medical  care 
if  they  are  educable  or  have  some  degree  of  rehabilitation  potential.  But  there  are 
many  socially  and  economically  disabled  who  may  not  have  this  potential  and  : 
are  therefore  excluded  from  any  medical  program  administered  by  the  Federal 
or  State  Government.  Therefore  the  Paralyzed  Yeterans  of  America  recommends  . 
that 

(6)  All  severely  disabled  individuals  entitled  to  monthly  cash  benefits  under 
Section  223  of  the  Social  Security  Act  shall  be  eligible  for  health  insurance  bene-  ! 
fits  under  Title  XYIII  of  the  Social  Security  Act  without  regard  to  their  age. 

Mr.  Chairman,  thank  you  very  much  for  permitting  me  to  record  the  convic-  I 
tions  of  the  Paralyzed  Yeterans  of  America  on  the  Social  Security  Program  as  I 
it  affects  the  severely  disabled  of  our  Nation. 
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Statement  of  Col.  James  W.  Chapman,  USAF,  Retired,  Legislative  Counsel, 
Retired  Officers  Association 

Mr.  Chairman  and  members  of  the  committee,  I  appreciate  the  opportunity  of 
testifying  before  this  Committee  on  behalf  of  the  retired  personnel  of  the  military 
services  who  elect  a  second  career  in  the  Civil  Service. 

I  am  Colonel  James  W.  Chapman,  United  States  Air  Force  (Retired),  the 
Legislative  Counsel  of  the  Retired  Officers  Association,  which  has  its  national 
headquarters  here  in  Washington  at  1625  Eye  Street,  Northwest. 

The  Retired  Officers  Association  has  been  in  existence  over  forty  years  having 
been  established  in  1929.  Its  present  membership  includes  116,000  retired  officers 
of  the  seven  uniformed  services — the  Army,  Navy,  Air  Force,  Marine  Corps, 
Coast  Guard,  Coast  and  Geodetic  Survey  (now  called  ESS  A,  The  Environmental 
Science  Services  Administration)  and  the  Public  Health  Service.  Although  our 
membership  is  limited  to  persons  who  have  at  some  time  served  honorably  as 
commissioned  or  warrant  officers,  we  include  among  our  membership  persons 
who  retired  from  an  enlisted  status  and  more  importantly,  our  general  legislative 
program  is  aimed  at  maintaining  and  in  some  case  improving  the  benefits  of  all 
military  retirees  regardless  of  their  status  as  officers  or  enlisted  men  or  women. 

My  remarks  will  be  directed  primarily  at  the  situation  of  those  military 
retirees  who  continue  to  serve  their  country  as  Civil  Servants  until  they  become 
eligible  for  retirement  under  the  Civil  Service  Retirement  System.  In  many 
cases  this  is  a  matter  of  need  rather  than  choice.  According  to  figures  obtained 
from  the  Department  of  Defense  in  June  of  1969  the  retired  military  population 
of  644,855  was  receiving  an  annual  average  retirement  of  $3467,  which  is  below 
the  poverty  level  for  a  family  of  four  (House  Report  91-413  Report  of  the  Com- 
mittee on  Ways  and  Means  to  accompany  H.R.  13270,  A  Bill  to  Reform  the 
Income  Tax  Laws,  page  204,  Table  13). 

Under  the  present  law,  the  military  retirees  who  becomes  eligible  to  retire 
from  Civil  Service  may  elect  to  forfeit  his  military  retirement  pay  and  apply  his 
total  Federal  service  toward  computation  of  his  Civil  Service  annuity.  On  the 
surface  this  appears  to  be  an  attractive  option  because  of  the  generally  more 
liberal  provisions  of  the  Civil  Service  Retirement  System.  However,  under  the 
present  provisions  of  the  Social  Security  Act,  upon  reaching  age  62,  if  eligible 
for  Social  Security  benefits,  his  Civil  Service  annuity  must  be  recomputed, 
excluding  those  years  of  military  service  after  December  31,  1956,  and  he  must 
receive  Social  Security  benefits  for  those  years,  regardless  of  which  situation 
would  benefit  him  more. 

In  many  cases  this  mandatory  recomputation  affects  the  retiree  adversely  at 
the  time  when  he  can  least  afford  a  reduction  in  his  total  annuity.  In  addition, 
administrative  delays  in  making  the  mandatory  adjustment  often  result  in  over- 
payments of  benefits  which,  again  at  a  time  when  he  can  least  afford  ir.  he  must 
repay. 

Mr.  Chairman,  early  enactment  of  the  provisions  of  H.R.  13082  would  benefit 
the  military  retiree  otherwise  entitled  to  an  annuity  under  the  Civil  Service 
Retirement  System  by  permitting  him  to  waive  his  Social  Security  benefits,  and 
would  also  result  in  a  savings  to  the  Government  in  the  expense  of  administering 
the  mandatory  provisions  of  present  law. 

The  Retired  Officers  Association  strongly  supports  H.R.  13082  and  urges  early 
enactment  of  its  provisions  in  the  interests  of  the  military  retiree. 

Mr.  Chairman,  I  thank  you  and  the  Members  of  the  Committee  for  the  oppor- 
tunity to  testify  for  the  Retired  Officers  Association  in  support  of  H.R.  13082. 


National  Grange, 
Washington,  D.G.,  November  6.  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

U.S.  House  of  Representatives,  Washington,  B.C. 

Dear  Mr.  Chairman:  The  National  Grange  represents  7000  local  community 
Granges  across  the  nation,  with  a  total  membership  of  600.000.  It  is  more  than  a 
farm  organization.  Its  purpose  is  to  serve  the  total  interest  of  the  rural  com- 
munity and  the  nation. 

Social  Security  is  a  subject  which  has  drawn  considerable  attention  during 
the  last  several  Annual  Sessions  of  the  National  Grange,  and  I  would  like  to  use 
this  means  of  transmitting  the  thinking  of  the  Grange  to  you  and  through  you 
to  the  Committee. 
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Without  any  question,  the  cost  of  the  Social  Security  tax  falls  most  heavily 
on  the  self-employed.  This  includes  the  total  of  our  farm  population.  In  the  midst 
of  a  continuing  cost-price  squeeze  on  American  farmers,  they  are  naturally  and 
rightfully  concerned  about  the  amount  they  can  earn  while  collecting  Social 
Security  payments. 

At  the  Annual  Session  of  the  National  Grange  in  1965,  the  delegate  body 
adopted  the  following  resolution  : 

"Resolved,  that  the  Grange  favor  raising  the  number  of  hours  a  farmer  can 
ivork  before  forfeiting  Social  Security  in  proportion  to  the  25%  raise  given  other 
occupations." 

Of  almost  equal,  if  not  greater  concern  to  the  Grange,  especially  if  we  look 
at  the  recurrence  of  this  concept  in  our  resolutions,  has  been  the  objection  of 
the  Grange  to  the  low  amount  people  other  than  farmers  are  permitted  to  earn 
while  drawing  social  security  benefits. 

The  following  two  resolutions  were  adopted  at  our  1967  Annual  Session : 
Resolved,  that  the  National  Grange  go  on  record  as  being  in  favor  of  chang- 
ing the  Social  Security  law,  whereby  the  breadwinner  of  the  family  could  earn 
the  same  amount  while  receiving  Social  Security  benefits,  as  he  or  she  and  their 
spouse  could  earn  collectively  at  the  present  time  aidn  still  qualify  for  Social 
Security  benefits. 

Resolved,  that  a  change  be  made  in  the  present  law  that  would  allow  the 
combined  income  of  a  married  couple,  over  and  above  the  Social  Security,  to  be 
$3,000  and  same  could  be  earned  by  either  spouse  or  a  combination  of  their  two 
incomes,  thus  removing  the  present  discrimination  against  the  one  breadwinner. 

We  recognize  that  when  the  Social  Security  law  was  passed  that  there  were 
other  social  factors  that  were  involved,  one  of  them  being  the  high  proportion 
of  unemployed  in  the  United  States.  It  would  seem  obvious  to  us  at  the  present 
time,  that  with  this  change  which  we  have  seen  during  the  last  few  years  when 
the  unemployed  employables  are  at  probably  a  minimum  number  possible  in  a 
free  society,  that  the  social  objectives  of  getting  someone  to  quit  work  at  65  to 
make  room  for  younger  people  is  no  longer  as  valid  as  it  was.  This  is  particularly 
true  if  the  person  is  self-employed. 

Therefore,  it  seems  logical  and  reasonable  to  us,  that  in  the  present  period  of 
high  employment  plus  relatively  high  costs  of  living,  that  considerable  flexibility 
should  be  written  into  the  law  to  permit  elderly  retired  people  to  earn  a  combina- 
tion of  social  security  benefits  plus  earn  income  that  would  place  them  at  least 
a  couple  of  steps  up  the  economic  ladder  above  the  poverty  level. 

Thus,  the  Committee  will  understand  the  Grange's  concern  with  the  low  level 
of  social  security  which  is  available  to  many  of  our  elderly  citizens,  and  which 
does  put  them  in  a  rather  precarious  situation  unless  they  have  other  income 
to  fall  back  on.  We  would,  however,  hope  that  you  could  see  fit  to  consider  the 
increase  in  the  allowable  earnings  which  would  not  cost  the  taxpayer  any  addi- 
tional money  and  which  would  go  a  long  way  toward  completely  removing  the 
possibility  of  those  who  are  without  additional  resources  being  limited  to  an 
unreasonably  low  earning  and  total  income  level  during  their  declining  years. 

We  would  also  point  out  that  this  provision  would  not  affect  many  of  these 
people  very  long,  but  in  the  case  of  some  self-employed  people  and  some  who  are 
not  self-employed,  it  would  permit  them  to  extend  the  time  in  which  they  could 
live  with  increased  decency  and  dignity — the  real  objectives  of  this  legislation 
in  the  first  place. 

The  Grange  has  also  made  recommendations  on  widow's  survival  pay,  the 
basis  for  determining  benefits,  and  tax  on  Social  Security  payments,  as  follows : 

"We  recommend  the  widow's  survival  pay  be  increased  to  an  amount  equal  to 
the  husband's  primary  insurance  payment."  (Adopted  at  1965  Annual  Session.) 

"Resolved,  that  the  National  Grange  continue  to  press  for  a  law  or  ruling  to 
the  effect  that  only  the  five  highest  years  of  income  can  be  used  in  establishing  • 
the  amount  of  Social  Security  benefits  for  individuals."  (Adopted  at  1967  Annual 
Session. ) 

"Resolved,  that  the  National  Grange  is  opposed  to  any  attempt  to  impose  a 
taw  on  Social  Security  payments.''  (Adopted  at  1968  Annual  Session.) 

We  appreciate  this  opportunity  to  present  the  views  of  the  National  Grange 
on  this  important  matter,  and  ask  that  this  letter  be  made  a  part  of  the  hearing 
record. 

Sincerely, 

Robert  M.  Frederick, 
Legislative  Representative. 
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Statement  of  the  Illinois  State  Chamber  of  Commerce 

This  statement  is  presented  on  behalf  of  the  Illinois  State  Chamber  of  Com- 
merce, a  statewide  organization  with  a  membership  of  more  than  19,600  busi- 
nessmen in  524  communities  in  every  part  of  the  State  of  Illinois.  The  mem- 
bers are  engaged  in  virtually  every  type  of  business  and  range  from  the  self- 
employed  to  those  associated  with  some  of  the  nation's  largest  corporations. 

The  recommendations  set  forth  in  this  statement  were  developed  by  the 
State  Chamber's  Social  Welfare  Committee  of  seventy  members  and  subsequently 
adopted  by  the  Board  of  Directors. 

The  Illinois  State  Chamber  of  Commerce  has  had  a  history  of  supporting  provi- 
sions in  the  Social  Security  Act  which  maintain  the  insurance  related  aspects  of 
this  program.  We  have,  on  the  other  hand,  opposed  various  changes  in  the  law 
which  have  included,  as  a  matter  of  right,  certain  groups  of  beneficiaries  whose 
contributions  do  not  cover  their  potential  benefits.  This  statement  includes  the 
Illinois  State  Chamber's  position  on  a  number  of  provisions  in  H.R.  14081, 
Social  Security  Amendments  of  1969.  In  the  public  assistance  field,  the  State 
Chamber  supported  the  Illinois  Department  of  Public  Aid's  pioneering  effort 
in  1962  of  providing  expanded  basic  education  and  training  programs  to  equip 
adult  able-bodied  recipients  for  self-supporting  jobs. 

We  have  continued  to  back  additional  appropriations  for  these  education  and 
training  programs,  plus  child  day-care,  to  rehabilitate  recipients  for  jobs  that 
move  their  families  into  the  self-support  mainstream  of  the  nation's  economy. 

We  believe  family  planning  information  and  services  should  be  made  available 
to  adult  aid  recipients  upon  request,  and  we  have  supported  the  Illinois  Depart 
ment's  provision  of  these  services  since  1963. 

We  testified  before  your  Committee  in  1967  when  you  were  considering 
changes  in  the  Public  Assistance  Titles  of  the  Social  Security  Act.  This  statement 
includes  an  expression  of  our  concern  over  certain  provisions  in  H.R.  14173.  The 
Family  Assistance  Act  of  1969.  We  will  communicate  directly  with  members  of 
Congress  as  we  develop  position  on  other  facets  of  this  legislation. 

Specific  recommendations  cover  the  following  topics  : 

H.R.    14081  SOCIAL  SECURITY  AMENDMENTS  OF  1969 

Sections  2  and  3 — Increase  in  OASDI  benefits. 

Section  4 — Automatic  increase  in  benefits. 

Section  14 — Increase  in  widow's  and  widower's  benefits. 

Section  9 — Age  62  computation  point  for  men. 

Section  6 — Increasing  maximum  taxable  wage  base. 

Section  7 — Automatic  adjustment  of  maximum  taxable  wage  base. 

Section  5 — Liberalization  of  earnings  test. 

Section  8 — Changes  in  tax  schedules. 

H.R.   14173 — FAMILY  ASSISTANCE  ACT  OF  19  69 

Section  1603  (b)  (4) — Prohibition  of  lien  or  recovery  for  aid  correctly  paid. 
Section  1603  (a)  (6) — Required  use  of  simplified  statement  in  determining 
eligibility. 

Section  1603  (a)  (2) — Removal  of  financially  capable  sons  and  daughters  as 
responsible  relatives. 

Section  453(a)  (1)  (b) — Requiring  Aid  to  Families  with  Dependent  Children- 
Unemployed  Fathers  program. 

Section  430  thru  436 — Basic  education  and  manpower  training. 

Section  447(b)(2),  (3),  (4) — Exemptions  from  education,  training,  or 
employment. 

Sections  443,  444,  452 — Income  and  resource  exemptions. 

Section  445(e) — Removing  certain  relatives  from  support  responsibility. — Pro- 
vision for  vendor  payments. 

H.R.   14081 — SOCIAL  SECURITY  AMENDMENTS  OF  1969 

Ten  percent  benefit  increases  (sections  2  and  3). — We  support  the  proposed  10 
per  cent  increase  in  social  security  benefits  effective  January  1,  1970  as  provided 
in  Sections  2  and  3  of  H.R.  14081.  This  will  raise  the  minimum  monthly  benefit 
to  $61.00 ;  increase  both  the  maximum  monthly  primary  insurance  benefit  obtain- 
able in  1970  to  $185.30,  and  the  future  potential  maximum  monthly  primary  in- 
surance amount  to  $240.00 ;  and  increase  the  special  benefit  to  persons  age  72  or 
over  to  $22.00  for  a  single  person  and  $44.00  for  a  married  couple. 
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The  average  increase  of  13  per  cent  across-the-board  provided  by  Congress  in 
February,  1968,  exceeded  the  change  in  the  cost  of  living  as  indicated  by  the 
Consumers  Price  Index  between  the  1965  and  1968  benefit  increases.  This  fact  re- 
futes the  argument  of  those  who  are  currently  pushing  for  larger  benefit  in- 
creases, and  who  justify  such  increases  on  the  contention  that  Congress  has 
continually  lagged  in  adjusting  benefits.  A  10  per  cent  increase  in  benefits  in 
January,  1970  will  approximate  the  increase  in  the  cost  of  living — the  Consumers 
Price  Index  rose  8.65  per  cent  between  February  1968  and  September  1969. 

Automatic  increases  in  benefits  (section  4). — This  Section  provides  that  when 
there  is  an  increase  of  3  per  cent  or  more  in  the  Consumers  Price  Index5  there 
shall  be  a  corresponding  increase  in  benefits.  Such  increases  would  not  be  made 
more  often  than  once  a  year. 

We  oppose  this  provision.  We  believe  there  is  no  substitute  for  periodic  Con- 
gressional review  of  benefits  and  other  relevant  facets  of  the  program  while 
taking  into  account  economic  and  other  conditions  at  the  same  time. 

Increase  in  widows  and  widoivers  benefits  (section  14). — The  benefit  for  a 
widow  or  widower  age  65  or  more  would  be  increased  from  82%%  to  100%  of 
the  primary  insurance  amount  on  which  the  benefit  is  based. 

We  oppose  this  proposal  because  we  believe  there  should  be  a  differential  be- 
tween benefits  to  a  primary  beneficiary  and  dependent  or  survivor  beneficiaries. 
Single  people  resent  the  fact  that  they  pay  the  same  taxes  as  primary  bene- 
ficiary with  comparable  income  whose  widow  or  widower  qualifies  for  82%% 
of  such  primary  benefit.  Adoption  of  this  provision  would  depart  from  the 
principle  that  benefits  are  primarily  for  the  employed  person,  and  only  second- 
arily for  his  dependents.  It  will  also  set  a  precedent  for  similar  benefit  increases 
for  mothers,  children,  surviving  divorced  wives,  and  parents. 

Computation  of  men's  primary  insurance  amount. — Section  9  would  change 
the  closing  date  in  the  primary  insurance  amount  computation  from  the  year 
in  which  a  man  attains  65  to  the  year  in  which  he  reaches  age  62. 

We  oppose  this  proposal.  Although  the  closing  date  for  a  woman  is  the  year  in 
which  she  attains  ages  62,  we  believe  any  effort  to  make  the  closing  date  com- 
parable for  both  men  and  women  should  be  accomplished  by  raising  the  require- 
ment for  women  to  the  year  they  reach  age  65. 

Increasing  maximum  taxable  wage  base  to  $9,000  (section  6). — The  proposed 
$1,200  increase  in  the  maximum  taxable  wage  base  in  1972,  provided  in  Section  6, 
will  increase  the  relative  tax  load  of  those  earning  between  $7,800  and  $9,000  in 
1972  without  a  corresponding  increase  in  benefits.  In  effect,  this  means  that  wage 
earners  in  the  higher  taxable  wage  brackets  are  paying  more  of  the  load  for 
benefits  to  lower  wage  earners. 

Thus,  to  maintain  some  semblance  of  comparability  between  tax  liabilities  and 
benefits,  we  oppose  any  increase  in  the  taxable  wage  base. 

Automatic  increase  in  maximum  taxable  wage  base  (section  7). — This  Section 
provides  for  automatic  upward  adjustments  in  the  maximum  taxable  wage  base 
covering  1974  and  1975,  and  each  two  calendar  years  thereafter.  Adoption  of 
this  provision  could  produce  additional  surpluses  in  the  OASDI  Trust  Fund  which 
we  shall  discuss  later  in  our  comments  on  financing  of  social  security  benefits. 
Wage  levels  do  not  rise  uniformly  over  the  years,  and  the  injection  of  this  prin- 
ciple could  produce  uncertainties  relative  to  the  adequacy  or  excess  of  funds 
necessary  to  provide  benefits.  We  therefore  oppose  this  provision.  There  is  more 
than  a  mathematical  computation  involved  in  determining  financing  needs  and 
benefit  levels.  Therefore,  Congress  should  continue  the  timely  consideration  of 
all  factors  involved  in  such  changes. 

Liberalization  of  the  retirement  earnings  test  (section  5). — We  support  pro- 
visions in  Section  5  that  would  increase  the  exempt  annual  earnings  from  $1,680 
ot  $1,800  and  the  monthly  earnings  test  from  $140  to  $150.  We  also  support  pro- 
visions reducing  benefits  by  $1  for  each  $2  of  all  earnings  above  $1,800  annual  in- 
come. We  do,  however,  oppose  the  provision  in  Section  5  which  provides  for 
automatic  upward  adjustments  of  annual  exempt  earnings,  and  the  monthly 
test,  in  relation  to  future  increases  in  taxable  wages  reported  to  the  Secretary. 
We  believe  that  all  factors  involved  in  such  adjustments  should  be  carefully 
reviewed  by  Congress  from  time  to  time. 

Changes  in  tax  schedules — Financing. — The  Illinois  State  Chamber  supports 
periodic  Congressional  examination  of  both  benefits  and  financing.  We  believe 
that  necessary  funding  of  benefits  should  be  accomplished  by  raising  tax  rates 
and  not  the  maximum  taxable  wage  base.  The  various  trust  funds  should  be 
adequately  financed. 
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We  are  deeply  concerned  that  figures  supplied  to  your  Committee  by  the  De- 
partment of  Health,  Education,  and  Welfare  point  to  a  substantial  surplus  in 
the  OASI  and  DI  trust  funds  over  pay-out  requirements  during  the  next  four 
years.  With  millions  of  individuals  struggling  to  make  their  incomes  stretch  to 
meet  normal  living  expenses  and  still  have  enough  to  pay  their  federal,  state, 
and  local  taxes,  we  submit  that  your  Committee  make  whatever  adjustments 
are  necessary  in  tax  rates  proposed  in  Section  8  so  that  tax  collections  provide 
no  more  than  is  absolutely  necessary  to  cover  pay-out  and  administrative  costs. 
It  is  of  course  necessary  to  provide  sufficient  funding  of  Hospital  Insurance 
benefits. 

H.R.  14173,  THE  FAMILY  ASSISTANCE  ACT  OF  1969 

We  wish  to  make  it  clear  that  our  remarks  should  not  be  construed  as  sup- 
porting or  opposing  Title  I — Family  Assistance  Plan,  except  where  we  state 
our  position  on  specific  sections.  We  are  developing  position  on  the  many  com- 
plex facets  of  Title  I  and  will  present  additional  views  to  Congress  at  a  later 
date. 

There  are,  however,  provisions  in  Title  II — Aid  to  the  Aged,  Blind,  and  Dis- 
abled, upon  which  we  shall  express  our  position.  In  addition,  there  are  several 
requirements  in  Title  I  that  we  will  comment  on. 

The  Illinois  State  Chamber  of  Commerce  has  supported  constructive  changes 
in  administration  and  programs  that  provide  assistance  and  medical  care  to 
needy  aged,  blind,  and  disabled  persons,  and  families  with  dependent  children. 
We  recognize  such  things  as  effective  education  and  training  programs,  suf- 
ficient child  day-care  facilities,  and  providing  family  planning  services  upon  re- 
quest, are  absolutely  necessary  if  the  cycle  of  poverty  is  to  be  reversed  for 
many  families  on  assistance.  Grants  should  also  be  sufficient  to  provide  those 
on  assistance  with  the  basic  necessities  of  life. 

TITLE  II  AID  TO  THE  AGED,  BLIND,  AND  DISABLED 

Prohibition  of  lien  or  recovery  for  aid  correctly  paid  (section  1603  (b)  (4) ). — 
Under  this  Section,  states  are  prohibited  from  imposing  a  lien  on  the  property  of 
aged,  blind  or  disabled  recipients,  or  provide  for  recovery  of  aid  correctly  paid. 
We  recognize  that  retention  of  the  homestead  and  other  limited  assets  in  estab- 
lishing eligibility  add  to  the  dignity  and  comfort  of  recipients.  But,  we  do  not 
feel  that  the  same  considerations  apply  to  the  heirs,  other  than  the  spouse,  of 
recipients.  Illinois  has  over  11,500  liens  currently  in  effect  on  property  of  aged, 
blind  or  disabled  recipients,  and  the  Department  of  Public  Aid  estimates  the 
State  will  lose  about  $1  million  a  year  in  collections  for  assistance  granted  if 
this  provision  remains  in  the  Bill.  We  oppose  this  prohibition.  We  do  not  believe 
that  taxpayers  should  finance  the  accumulation  of  an  estate  for  the  heirs  of  such 
recipients. 

Required  use  of  simplified  statement  In  determining  eligibility  (section  1602 
(a)  (6) ). — We  object  to  the  requirement  that  Illinois  must  use  a  simplified  state- 
ment, conforming  to  standards  and  regulations  prescribed  by  the  Secretary, 
in  determining  eligibility  under  Title  XVI.  Appropriate  steps  must  be  taken  to 
determine  eligibility  and  to  see  that  benefits  go  only  to  those  in  need.  Obviously, 
the  procedure  to  establish  eligibility  must  be  reasonable  and  in  keeping  with 
the  dignity  of  all  citizens.  Financial  considerations  also  require  that  there  be 
reasonable  limits  on  administrative  procedures  used  to  establish  eligibility.  The 
proper  balance  may  be  different  for  various  programs  and  for  various  geographic 
areas.  We  feel  the  states  are  better  able  to  determine  appropriate  procedures 
under  the  circumstances. 

Removal  of  financially  capable  sons  and  daughters  from  responsibility  to  sup- 
port their  parents  (section  1603(a)  (2)). — We  are  told  that  this  change  makes 
financial  responsibility  provisions  covering  assistance  payments  the  same  as  those 
now  required  under  medical  assistance  (Medicaid).  We  objected  to  such  a  provi- 
sion several  years  ago,  and  we  believe  our  reasoning  is  still  sound.  We  see  no  justi- 
fiable reason  why  financially  capable  sons  and  daughters  should  not  be  expected 
to  provide  support  within  reasonable  guidelines. 

TITLE  I  FAMILY  ASSISTANCE  PLAN 

Requiring  State  to  have  aid  to  families  with  dependent  children — unemployed 
fathers  program  (section  453(a)(1)(b)). — We  support  this  provision  which 
requires  all  states  to  provide  assistance  to  families  of  unemployed  fathers.  It 
is  generally  recognized  that  this  program  provides  training  to  unemployed  fathers 


2582 


for  jobs  that  keeps  families  together  and  often  reduces  the  time  they  would  be 
on  assistance  compared  with  situations  where  the  father  deserts  the  family. 
We  are  pleased  that  Illinois  is  already  participating  in  this  program. 

Basic  education  and  manpower  training  (sections  430  thru  436). — The  an- 
nounced aim  to  secure  an  integrated  and  comprehensive  manpower  training  pro- 
gram in  all  sectors  of  the  economy  by  placing  responsibility  with  the  Secretary 
of  Labor,  is  laudable.  On  the  basis  of  past  experience,  however,  the  MDTA  and 
WIN  programs  encompass  only  a  small  proportion  of  Illinois  adult  public 
assistance  recipients  undergoing  basic  education  and/or  training  for  employment. 
The  major  thrust  of  preparing  adult  AFDC  recipients  for  self-support  in  Illinois 
is  in  programs  offered  through  the  cooperation  of  the  Illinois  Department  of 
Public  Aid,  the  Office  of  the  Superintendent  of  Public  Instruction  and  other  spon- 
sors. For  example :  In  August,  1969,  there  was  a  total  of  6,188  adults  and  school 
dropouts  over  16  years  of  age  in  education  and/or  training  programs  in  Illinois. 
Of  these,  1,253,  or  20.25  percent,  were  in  Department  of  Labor  programs.  The 
Department  of  Labor  programs  are  important,  but  they  are  addressed  to  broader 
components  of  society,  and  thus  often  are  not  addressed  to  many  of  the  problems 
of  public  assistance  recipients.  In  Illinois,  only  a  small  proportion  of  those 
trained  in  Department  of  Labor  programs  are  public  assistance  recipients. 

We  strongly  urge  retention  of  the  authority  now  in  the  service  provisions  of 
AFDC  Title  IV-B,  so  Illinois  can  continue  to  receive  federal  matching  from  the 
Department  of  Health,  Education,  and  Welfare  to  continue  these  vitally  impor- 
tant programs,  at  least  to  the  extent  the  Department  of  Labor  does  not  meet  the 
need.  Using  the  number  of  families  on  AFDC  in  December  for  various  years, 
indicates  there  were  1,127,000  families  on  such  aid  nationwide  in  December,  1966. 
The  caseload  rose  another  170,000  in  1967,  jumped  another  225,000  during  1968, 
and  increased  another  130,000  families  to  a  total  of  1,652.000  families  with 
4.870,000  children  by  May,  1969.  Illinois  AFDC  caseload  has  increased  substan- 
tially during  the  last  two  years,  even  though  the  increase  is  less  than  in  a  number 
of  comparable  industrial  states.  The  necessity  of  providing  education,  training, 
or  jobs  to  return  families  to  self-support  is  so  important  that  states  should  con- 
tinue to  have  authority  to  operate  such  programs  when  the  Department  of  Labor 
does  not  have  sufficient  programs.  The  size  of  the  caseload  indicates  the  magni- 
tude of  the  problem  is  so  great  that  all  efforts  to  provide  education  and  training 
should  be  encouraged,  and  that  special  programs  aimed  solely  at  this  problem  are 
required. 

Exemptions  from  education,  training,  or  employment  (section  447  (b)  (2,3,4). — 
If  we  interpret  Section  474  (b)  (4)  correctly,  children  between  the  age  of  16  and 
18  who  are  not  in  school  are  exempt  from  the  education,  training,  or  work 
requirement. 

If  these  children  do  not  continue  their  education  or  training,  they  and  the 
families  they  establish  will  most  likely  be  on  welfare  a  few  years  from  now.  We 
see  no  logical  reason  why  dropouts  between  16  and  18  years  of  age  should  be 
exempt  from  these  requirements.  We  recommend  they  be  required  to  participate 
or  lose  their  assistance. 

A  mother,  who  is  caring  for  a  child  under  the  age  of  six,  will  be  exempt  from 
education,  training  or  job  requirements.  The  Illinois  Department  of  Public  Aid 
points  out  that,  as  of  September  1969,  49,000  or  about  two-thirds  of  Illinois 
76,000  families  headed  by  mothers  had  at  least  one  child  under  the  age  of  6. 
We  believe  that  where  proper  child  care  arrangements  are  available,  provisions 
of  present  law  should  apply  wherein  able-bodied  mothers  are  required  to  take 
education,  training  or  available  jobs. 

Income  and  resource  exemptions  (sections  443  and  444). — The  definition  of 
earned  and  unearned  income  is  so  broad  that  some  families  with  sizable  income 
can  qualify  for  and  continue  to  be  eligible  for  assistance.  We  believe  that  all 
unearned  income  should  be  taken  into  account  in  determining  eligibility,  and 
the  size  of  the  grant,  for  AFDC  assistance. 

On  the  other  hand,  we  support  the  exemption  of  a  reasonable  amount  of  earned 
income  as  an  inducement  for  families  to  become  self-supporting.  However,  the 
present  exemption  of  the  first  $30,  plus  one-third  of  the  balance  of  monthly 
earned  income  allows  a  working  mother  with  3  children  to  have  take-home  pay 
approaching  $500  per  month  before  the  family's  AFDC  supplementation  stops.  If 
child  care  is  required,  the  take-home  allowable  earnings  would  be  increased  by 
the  cost  of  child  care.  This  results  in  providing  AFDC  supplementation  to  cases 
where  income  is  considerably  above  the  poverty  level.  Setting  the  exempt  income 
level  this  high  provides  supplementation  to  many  families  beyond  the  point  where 
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many  citizens  believe  such  families  should  be  completely  self-supporting.  While 
Section  452  appears  to  place  an  earned  income  cut-off  point  for  state  supple- 
mentation which  is  below  the  requirement  in  the  present  law,  the  Secretary  is 
authorized  to  relax  part  of  the  provisions  in  the  proposed  formula.  We  recom- 
mend that  the  Ways  and  Means  Committee  take  special  care  in  setting  income 
exemptions  that  will  not  lead  to  further  erosion  of  public  confidence  in  the  wel- 
fare system. 

Removing  certain  financially  capable  relatives  from  support  responsibility 
(section  445(e)). — Section  445(e)  appears  to  exempt  financially  capable  par- 
ents for  support  of  their  adult  children  and  grandchildren  receiving  assistance. 
It  also  exempts  financially  capable  adult  children  from  support  of  their  parents 
or  brothers  and  sisters  receiving  AFDC.  We  believe  in  order  to  maintain  the  basic 
strengths  of  this  nation,  it  is  necessary  to  keep  families  together  and  for  mem- 
bers of  the  family  to  provide  support  to  the  extent  of  their  capabilities  during 
times  of  need.  It  would  appear  logical  that  financially  capable  parents  and  adult 
children  be  required  to  provide  reasonable  amounts  of  support  before  taxpayers 
are  required  to  assume  the  obligation. 

Provision  for  vendor  payments. — Authority  under  which  states  make  vendor 
or  protective  payments  in  cases  with  management  problems  is  removed  from 
Part  A  of  Title  IV.  Through  this  presently  authorized  procedure,  many  families 
are  able  to  meet  standards  of  decency  and  health  which  they  could  not  meet 
without  vendor  or  protective  payments.  We  strongly  support  these  types  of  pay- 
ments because  we  believe  they  are  a  great  help  in  maintaining  public  confidence 
that  funds  are  properly  spent  in  great  mismanagement  cases.  We  recommend 
provisions  in  present  law  be  maintained. 


Indiana  State  Chamber  of  Commerce, 

Indianapolis,  December  1,  1969. 

Hon.  Wilbur  D.  Mills,  Chairman, 
House  Ways  and  Means  Committee, 
House  Office  Building,  Washington,  B.C. 

Dear  Congressman  Mills  :  The  Indiana  State  Chamber  of  Commerce  believes 
that  the  Old  Age,  Survivors,  Disability  and  Health  Insurance  program  should 
provide  a  floor  of  protection  against  the  economic  hazards  of  old  age.  infirmity 
and  death  of  the  family  wage  earner.  To  this  end,  we  respectfully  submit  our 
views  on  H.R.  14080,  the  Administration  proposal  to  make  a  number  of 
significant  changes  in  our  Social  Security  program. 

The  Indiana  State  Chamber  believes  that  a  ten  percent  across-the-board 
benefit  increase  is  warranted  in  order  to  offset  the  rise  in  the  cost  of  living 
that  has  oceured  since  the  1967  amendments. 

An  increase  in  the  amount  of  exempt  job  earnings  under  the  retirement  test 
from  the  present  $1,680  per  year  to  SI, 800  seems  reasonable,  but  the  cutoff  point 
for  a  reduction  in  benefits  of  $1  for  each  $2  of  earnings  should  not  exceed  83.000. 

The  present  taxable  wage  base  of  $7,800  is  still  well  above  the  average  earnings 
of  workers  covered  by  Social  Security  and  to  increase  that  base  is  unnecessary 
and  unsound.  Any  needed  additional  funding  (which  has  not  been  demonstrated 
at  this  time)  should  be  met  through  modification  of  the  rate  structure  rather 
than  increasing  the  base. 

The  Indiana  State  Chamber  of  Commerce  is  unalterably  apposed  to  any 
automatic  feature  in  the  proposal,  whether  it  be  in  the  taxable  wage  base,  the 
benefit  schedule  or  in  the  amount  of  exempt  job  earnings.  Such  changes  should 
be  made  only  after  careful  study  of  relevant  factors.  The  Congress  should 
regularly  review  changing  economic  and  social  conditions  and  continue  to 
improve  the  program  only  after  thorough  consideration  of  the  essential  elements. 
Provisions  of  the  proposal  calling  for  automatic  increases  should  be  rejected 
out  of  hand. 

Cordially  yours, 

John  V.  Barnett. 


Statement  of  Mahlon  Z.  Eubank,  Director  of  the  Social  Insurance  Depart- 
ment, Commerce  and  Industry  Association  of  New  York,  Inc. 

Commerce  and  Industry  is  not  only  the  largest  business  association  in  Xew 
York  but  also  one  of  the  largest  in  the  nation.  Among  its  approximately  3.500 
members  are  many  corporations  headquartered  in  Xew  York  but  engaged  in 
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multi-state  operations.  Through  its  Committee  on  Social  Security,  which  includes 
executives  from  leading  national  business  organizations  specializing  in  this 
field  and  its  Social  Insurance  Department,  the  Association  studies  and  actively 
presents  management  thinking  on  the  federal  social  security  program  and  signif- 
icant social  insurance  issues  at  both  national  and  state  levels.  We  appreciate 
this  opportunity  to  present  testimony  before  your  Committee  on  H.R.  14081 
concerning  proposed  amendments  to  the  Social  Security  Act.  Our  comments 
on  this  subject  follow  : 

/.  Social  Security  Program 

A.    BENEFIT  INCREASES 

1.  Across-the-board  increases  in  cash  social  security  benefits 

In  accordance  with  the  past  practice  of  Congress  it  would  appear  that  some 
increase  in  cash  social  security  benefits  may  be  needed.  The  question  is  how 
much  the  increase  should  be.  To  determine  the  level  of  cash  social  security 
benefits  Congress  has  in  the  past  made  compromises  among  pertinent  factors 
such  as  adequacy,  equity,  the  rise  in  the  cost  of  living,  etc.  The  Administration 
in  H.R.  14081  has  recommended  an  across-the-board  increase  of  10  percent.  The 
Democratic  caucus  in  the  House  of  Representatives  calls  for  at  least  15  percent, 
but  other  bills  pending  before  this  Committee  endorse  higher  increases. 

In  the  October  issue  of  "Economic  Indicators"  prepared  by  the  President's 
Council  of  Economic  Advisers,  as  reported  in  the  Bureau  of  National  Affairs 
publication  entitled  "Daily  Labor  Report",  it  is  said  that  in  September  of  this 
year  there  was  a  rise  of  0.5  percent  in  the  Consumer  Price  Index  with  the 
advance  through  September  1964  coming  to  4.5  percent.  This  is  about  5.8  percent 
above  that  reported  in  September  1968.  It  should  be  noted,  however,  that  such 
major  business  indicators  show  a  decline  as  follows  : 

1.  Industrial  production  slipped  0.3  percent  in  September  to  173.8  percent  of 
the  1957-59  average,  marking  the  second  consecutive  decline,  and  was  0.5  percent 
below  the  July  peak. 

2.  Personal  income  moved  up  only  $2.3  billion  to  $759.8  billion  at  a  seasonally 
adjusted  annual  rate,  the  smallest  gain  since  April  1968  and  less  than  half  of 
the  average  monthly  rise  in  the  first  eight  months  of  the  year. 

3.  The  seasonally  adjusted  unemployment  rate  jumped  from  3.5  percent  to  a 
two-year  high  of  4.0  percent  in  September — the  sharpest  advance  since  Octo- 
ber I960. 

4.  Xonfarm  payroll  jobs  slipped  7,000  to  70.4  million  seasonally  adjusted,  with 
the  major  declines  occurring  in  manufacturing  and  construction. 

The  question  to  be  faced  is  whether  the  slackening  in  economic  growth  will 
affect  in  the  coming  months  the  rising  cost  of  living.  At  the  end  of  this  month 
it  could  reach  5  percent  for  the  year  but  perhaps  it  will  level  off  thereafter.  At 
the  time  Congress  makes  its  decision,  the  pertinent  factors  to  determine  the 
level  of  social  security  benefits  could  change  from  what  it  is  today. 

Commerce  and  Industry  Association  favors  a  percentage  across-the-board 
increase  reflecting  the  current  rise  in  the  cost  of  living  at  the  time  the  decision 
is  made  by  Congress.  This  Committee,  as  well  as  other  members  of  Congress, 
at  the  vantage  point  when  such  decision  is  made,  can  ascertain  and  determine 
the  percentage  in  the  cost-of-living  increase  and  make  such  across-the-board 
adjustments  called  for  by  such  increases. 

2.  Automatic  increases  in  benefits  in  the  event  of  future  increases  in  the  cost 
of  living 

The  Administration  proposes  in  H.R.  14081  that  automatic  increases  in  benefits 
would  be  provided  in  the  event  of  future  increases  in  the  cost  of  living.  When- 
ever the  Consumer  Price  Index  prepared  by  the  Department  of  Labor  rises  by 
at  least  3  percent,  benefits  would  be  increased  by  that  percent.  These  automatic 
increases  would  not  be  made  more  often  than  once  a  year. 

Commerce  and  Industry  Association  opposes  the  enactment  of  the  above 
proposal  for  the  following  reasons : 

(a)  Automatic  increases  in  cash  social  security  benefits  would  contribute 
to  inflationary  trends  that  could  occur  when  inflationary  pressures  are  greatest. 

( 1) )  The  additional  money  coming  into  the  system  from  automatic  financing  ad- 
justments could  put  the  social  security  program  in  a  staritjacket  and  might  pre- 
vent Congress  from  making  other  improvements  in  the  program  called  for  by 
future  changes  in  our  economic  and  social  conditions. 
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(c)  Increases  in  the  cost  of  social  security  resulting  from  automatic  in- 
creases in  cash  social  security  benefits  might  discourage  employers  in  improving 
present  pension  plans. 

(d)  If  an  automatic  escalator  for  social  security  cash  benefits  is  enacted 
into  law,  we  fear  it  might  set  a  dangerous  precedent  automatically  to  increase 
interest  on  government  bonds,  where  many  social  security  beneficiaries  keep  their 
nest  egg,  public  assistance,  etc. 

(e)  Presently  Congress  is  exploring  whether  to  expand  the  social  security 
and  other  income  and/or  welfare  maintenance  programs.  We  point  out  to  this 
Committee  that  everything  proposed  in  these  areas  cannot  be  done  at  once. 
Congress  in  each  of  these  areas  should  determine  short  term  objectives  in  re- 
lation to  long  term  and  make  such  adjustments  from  time  to  time  that  are 
called  for  by  changes  in  our  financial  and  economic  situation. 

President  Nixon  in  suport  of  the  proposal  to  tie  social  security  benefits  to 
increase  in  the  cost  of  living  said  it  "would  make  certain  once  and  for  all  that 
the  retired,  the  disabled  and  their  dependents  never  again  bear  the  brunt  of  in- 
flation." This  raises  a  question  how  much  protection  social  security  beneficiaries 
would  be  getting  if  cash  benefits  had  been  tied  to  the  Consumer  Price  Index 
since  the  law  was  enacted. 

Seven  across-the-board  increases  have  been  enacted  into  law  since  the  inception 
of  the  program.  Benefit  levels  would  have  risen  151.9%  if  increases  had  been  tied 
to  the  Consumer  Price  Index,  but  Congressional  actions  have  increased  cash  bene- 
fits to  191.1%  or  more  than  the  tie  to  the  Consumer  Price  Index  would  have 
achieved. 

Congress  in  the  past  has  followed  the  procedure  to  review  every  two  or  four 
years  the  necessity  of  increasing  cash  social  security  benefits.  Satisfactory 
changes  have  resulted  by  this  procedure,  and  Congress  has  fulfilled  its  responsi- 
bility that  the  increases  granted  are  in  accordance  with  the  economic  and  social 
conditions  existing  at  those  times.  The  Association  sees  no  adequate  or  good 
reason  why  this  past  procedure  should  be  changed  now. 

B.  RETIREMENT  TEST 

The  Association  favors  the  retirement  test  proposed  in  H.R.  14081  except  that 
part  which  provides  for  an  automatic  upward  adjustment  of  the  annual  exempt 
amount  in  the  monthly  test.  The  adjustments  made,  other  than  the  escalation 
provision,  are,  in  line  with  prior  Congressional  action  when  social  security  cash 
benefits  have  been  raised.  Individuals  who  have  to,  or  want  to,  work  should  be 
encouraged  to  take  part-time  employment  and  such  increases  in  the  earnings 
test  could  give  them  the  necessary  motivation. 

Our  opposition  to  the  automatic  escalation  clause  is  essentially  the  same  as 
stated  heretofore. 

C.  FINANCING 

The  taxable  wage  base,  would  be  increased  in  H.R.  14081  from  $7800  to  $9000 
per  year,  effective  January  1,  1972  and  the  taxable  rate  schedules  would  be 
reduced  so  that  they  would  be  lower  than  in  the  present  law  for  1971  through 
1976  and  the  same  as  in  the  present  law  thereafter.  Automatic  adjustments  in 
the  taxable  wage  base  would  be  made  beginning  January  1,  1974  in  order  to  pay 
for  the  proposed  increase  in  cash  benefits  provided  by  proposed  escalation  clauses. 

Since  1950  Congress  has  increased  the  taxable  wage  base  to  help  pay  for  liber- 
alizations in  the  program  and  thereby  keeping  it  actuarily  sound  but  also  to  keep 
cash  benefits  more  closely  related  to  an  individual's  cash  earnings  at  the  time 
of  his  retirement.  This  proposal  to  raise  the  tax  base  to  $9000  on  January  1, 
1972  meets  neither  of  these  objectives  during  the  next  two  years.  Its  only  purpose, 
as  we  see  it,  is  to  be  a  part  of  the  long-range  goal  to  provide  the  financing  of  the 
automatic  cycle  of  increased  benefits  which  would  be  tied  to  a  cost-of-living 
escalator. 

If  Congress  follows  our  suggestion  and  eliminates  the  automatic  increases  in 
cash  benefits,  there  is  no  need  to  increase  the  tax  base  in  1972.  Undoubtedly 
Congress  will  follow  the  traditional  pattern  to  review  again  the  social  security 
program  prior  to  1972.  At  that  time  it  can  adjust  the  taxable  wage  base  if  it  is 
necessary  in  the  light  of  wage  levels,  economic  and  cost  considerations,  and  any 
other  pertinent  factors. 

In  1967  adjustments  were  made  in  tax  rates  and  the  taxable  wage  base  in- 
creased to  $7800.  As  a  result  of  this  change  the  social  security  trust  funds  for 
the  fiscal  year  that  ended  on  June  30,  1969  showed  an  excess  of  income  over 
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outgo  amounting  to  about  $4  billion.  It  has  further  been  estimated  that  at  the  end 
of  the  current  fiscal  year  ending  June  30,  1970,  the  excess  of  income,  over  outgo 
for  the  social  security  trust  funds  would  be  between  $6  billion  and  $7  billion. 
The  financing  formula  in  1967  was  unnecessarily  high,  and  we  believe  that  any 
overall  increases  in  tax  rates  or  the  taxable  wage  is  not  appropriate  at  this  time. 
It  is  necessary  this  year  to  make  changes  in  the  tax  rates  applicable  to  the  trust 
funds  in  view  of  the  fact  that  the  hospital  insurance  trust  fund  has  a  minus 
balance  of  0.77  percent  under  the  present  law  and  the  cash  benefit  trust  funds 
appear  to  be  over-financed.  Congress  should  review  the  tax  rates  applicable  to 
the  trust  funds  and  make  such  changes  to  see  that  all  are  adequately  financed. 

The  Administration  bill  also  proposes  an  automatic  increase  in  the  taxable 
wage  base  through  an  escalator  formula.  Such  adjustments  under  the  proposed 
formula  are  made  by  the  Secretary,  if  required,  on  or  before  October  1,  1972  and 
each  even-numbered  year  thereafter.  In  the  past  members  of  the  House  of  Rep- 
resentatives have  jealously  guarded  their  right  to  initiate  tax  reforms  and 
changes.  It  would  appear  to  us  that  this  Committee  should  request  an  appropriate 
legal  ruling  if  such  change  is  constitutional  and  the  effect  of  the  program  if  such 
change  is  challenged  in  the  courts.  Even  though  the  House,  does  have  such  right, 
it  should  consider  whether  this  escalating  tax  proposal,  with  adjustments  de- 
termined by  the  Executive  Branch  of  the  Government,  sets  a  dangerous  prece- 
dent in  future  legislation. 

Escalation  clauses  in  respect  to  financing  also  raises  the  question  at  some  future 
date  whether  the  economy  would  have  the  ability  to  support  the  social  security 
program  at  that  time.  It  might  be  an  undue  burden  on  the  employed  members  of 
our  society  and  on  employers  who  pay  half  the  cost.  In  making  the  judgment 
whether  an  escalation  clause  be  enacted,  consideration  should  be  given  to  its  effect 
on  private  pension  plans,  particularly  those  integrated  with  social  security  cash 
benefits,  and  savings.  If  these  are  adversely  affected,  new  investment  capital 
to  finance  growth  and  productivity  would  be  impaired. 

We,  recommend  that  the  past  practice  of  this  Committee  to  make  the  necessary 
changes  in  the  social  security  program  and  the  financing  to  keep  them  actuarily 
sound,  be  continued  on  a  short-range  basis. 

//.  Welfare 

Commerce  and  Industry  Association  is  presently  studying  the  welfare  problem 
and  requests  permission  to  submit  at  a  later  date  its  views  and  comments  on 
this  subject. 


Executive  Council  of  the  Episcopal  Church, 

New  York,  N.Y.,  29  October  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

House  of  Representatives,  Washington,  B.C. 

Dear  Mr.  Mills  :  We  are  happy  that  your  Committee  is  considering  changes 
in  the  Aid  to  Families  with  Dependent  Children  and  the  Social  Security  Insur- 
ance Programs.  On  behalf  of  the  Executive  Council  of  the  Episcopal  Church, 

I  enclose  Resolutions  of  the  General  Convention  and  of  the  Council,  together 
with  background  papers,  relating  to  the  programs  before  you. 

There  are  a  number  of  provisions  in  the  Administration  proposal  which  we 
would  affirm  : 

Increased  OASDI  automatically  as  the  cost  of  living  increases ; 
Expansion  of  the  wage  base  on  which  taxes  are  assessed  and  benefits 
paid  in  OASDI ; 

Inclusion  of  the  working  poor  in  the  Family  Assistance  Program  ; 
The  emphasis  on  keeping  families  together  by  covering  unemployed 
parents ; 

More  fair  incentives  to  the  individual  who  enters  the  job  market. 
Our  comparison  of  the  proposals  with  our  policy,  and  our  contracts  with  people 
involved  in  the  poverty  situation,  lead  us  to  suggest  ways  by  which  these  meas- 
ures might  be  strengthened  and  their  purposes  safeguarded  : 

Revise  the  OASDI  tax  schedule  so  that  the  tax  is  less  burdensome  on 
those  with  lowest  incomes ; 

Increase  the  schedule  of  payments  in  the  Family  Assistance  program  so 
that  the  payment  floor  would  be  closer  to  the  amount  needed  to  maintain 
an  adequate  standard  of  living ; 
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Expanded  coverage  of  the  Family  Assistance  Plan  to  include  childless 
families ; 

Inclusion  of  provisions  that  would  allow  mothers  with  children  over  six 
to  decide  themselves  about  the  way  they  could  make  the  most  responsible 
choice  regarding  their  contribution  to  society  in  respect  to  working  or  stay- 
ing home  to  care  for  their  children. 
The  primary  concern  of  this  Church  is  that  continued  poverty  in  the  midst 
of  plenty  is  intolerable.  The  general  approach  of  these  programs  is  a  step  forward 
in  that  they  provide  real  income  to  poor  people  in  a  manner  which  enhances  their 
humanity  and  moves  them  forward  toward  inclusion  in  the  mainstream  of 
American  society.  Be  assured  that  we  shall  work  to  develop  that  public  under- 
standing of  the  problem  and  that  supporting  public  opinion  which  will  enable 
you  to  act  favorably  on  these  proposals  and  suggestions. 

We  would  be  happy  to  have  this  letter  and  the  enclosed  papers  included  in 
the  testimony  of  your  Committee. 
Yours  faithfully, 

The  Right  Reverend  Stephen  Bayne, 
First  Vice  President  and  Deputy  for  Program. 

The  Church  and  Poverty 

An  example  of  the  development  of  Social  Policy  as  the  basis  for  action  in  the 
Episcopal  Church  1967-68. 

BACKGROUND 

The  Episcopal  Action  Group  on  Poverty  is  an  informal  group  of  professionals 
and  volunteers  in  social  welfare.  They  have  committed  themselves  to  putting 
their  knowledge  and  experience  at  the  disposal  of  the  Episcopal  Church  as  it  seeks 
to  contribute  to  the  solution  of  the  problems  of  poverty  in  our  society.  As  part 
of  their  effort  the  Action  Group  established  a  Social  Goals  Committee  which 
had  as  its  task  the  preparation  of  materials  for  the  General  Convention  of  the 
Church  upon  which  a  social  policy  program  in  the  area  of  poverty  might  be 
constructed.  The  findings  of  the  consultation  held  by  this  committee  on  "The 
Church  and  Poverty"  were  distributed  to  the  Bishops,  clergy  and  lay  deputies  to 
the  1967  General  Convention,  see  Page  1.  This  was  followed  by  the  action  re- 
ported on  Pages  7  and  8. 

the  church  and  poverty 

Findings  from  a  consultation,  under  the  auspices  of  the  Social  Goals  Commit- 
tee, Episcopal  Action  Group  on  Poverty,  March  1967. 

Poverty  is  not  an  abstraction.  It  manifests  itself  in  hunger  and  malnutrition ; 
in  disease ;  lack  of  clothing ;  squalid  and  often  overcrowded  housing ;  inadequate 
opportunities  for  sound  education  or  training;  unemployment  or  marginal  em- 
ployment which  is  insufficient  for  a  decent  life.  The  daily  struggle  for  existence 
often  results  either  in  listless  apathy  or  in  angry  despair.  Poverty  can  destroy 
family  and  community.  Even  when  poverty  is  hidden  in  an  urban  or  rural 
slum,  it  cannot  really  be  isolated  and  forgotten.  For  poverty  in  our  midst  affects 
the  well-being  of  the  entire  nation. 

In  the  United  States  of  America,  the  richest  nation  in  history,  there  are  still 
approximately  thirty  million  people  in  poverty.  Their  incomes  are  so  low  that 
their  standard  of  living  falls  below  the  "poverty  line",  defined  by  the  Federal 
Department  of  Agriculture  in  terms  of  an  emergency  household  budget  which 
is  tolerable  only  for  two  or  three  weeks. 

The  elimination  of  poverty  is  a  national  goal  in  our  time.  The  achievement  of 
this  goal  requires  the  partnership  of  government,  private  business  and  industry, 
and  voluntary  citizen  groups.  The  Church  has  a  real  part  to  play  in  this  great 
effort.  For  Christians,  continued  poverty  in  the  midst  of  plenty  is  surely 
intolerable. 

In  October  1964  the  House  of  Bishops  issued  a  Position  Statement  on  Poverty 
which  sets  forth  in  clear  language  the  imperative  of  Christian  participation  in  a 
comprehensive  War  on  Poverty,  an  imperative  which  flows  from  the  Scriptures 
and  the  history  of  the  Church.  The  elimination  of  poverty  made  possible  by  pres- 
ent day  knowledge  and  resources  is  a  moral  challenge  to  be  faced,  not  only 
in  the  lives  of  individual  Christians,  but  also  in  the  corporate  behavior  of  the 
Church. 

According  to  the  Position  Statement  the  Church  has  special  gifts  to  contribute 
to  the  War  which  must  be  waged  against  poverty.  The  perceptions  of  Christians 
concerning  the  poor  need  to  be  sharpened.  "Churches  and  Christians  can  do  much 
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to  promote  understanding  of  the  facts ;  to  participate  in  securing  necessary  ac- 
tion ;  to  share  in  organizing  community  projects  that  hopefully  would  help  to 
change  conditions  causing  poverty.  Moral  and  spiritual  guidance  is  the  special 
gift  of  the  Church.  So  the  energies  and  the  abilities  of  our  brothers,  presently 
economically  disadvantaged,  would  be  joined  to  our  own  that  all  of  God's 
children  might  have  opportunity  to  achieve  the  dignity  of  abundant  life." 

The  recognition  that  the  War  Against  Poverty  must  be  waged  by  rich  and  poor 
together ;  that  it  is  no  longer  possible  in  our  democratic  society  to  exclude  the 
poor  from  making  decisions  affecting  national  and  community  life,  from  program 
development  and  administration  of  services,  was  underlined  by  the  Executive 
Council  of  the  Episcopal  Church  in  its  resolution  on  "Maximum  Feasible  Partici- 
pation of  the  Poor",  adopted  in  December,  1966.  This  resolution  supports  the 
principle  that  the  poor  themselves  shall  be  significantly  involved  in  the  many  new 
programs  which  are  being  developed  under  the  auspices  of  the  Office  of  Economic 
Opportunity.  It  calls  upon  parishes  and  Church-related  agencies  to  implement 
the  principle  in  their  own  services,  It  re-states  the  Episcopal  Church's  commit- 
ment to  share  in  community -wide  efforts  which  will  enable  the  poor  to  organize 
for  self-help  and  the  achievement  of  social  justice.  Community  organization  is, 
therefore,  seen  as  an  important  method  to  assure  the  participation  of  the  poor 
in  the  War  Against  Poverty. 

Negroes  and  other  minorities  are  more  affected  by  poverty  than  the  rest  of 
the  population.  The  Executive  Council  speaks  to  their  situation  in  a  declaration 
on  "The  Negro  American  and  Mutual  Responsibility  and  Interdependence".  As 
the  causes  of  poverty  are  complex  and  require  multiple  solutions,  this  document 
advocates  many,  interlocking  programs  and  policies. 

They  include  improvements  in  public  education ;  a  national  housing  policy 
which  will  invest  a  larger  share  of  available  funds  in  housing  for  the  poor; 
the  prohibition  of  all  forms  of  discrimination  in  the  purchase,  sale  and  rental 
of  residential  property ;  greatly  increased  appropriations  for  the  war  against 
poverty  ;  and  especially  for  community  action  programs. 

The  document  again  affirms  the  Church's  commitment  to  support  organiza- 
tions of  the  poor.  It  calls  upon  Churchmen,  especially  leaders  in  finance,  industry, 
education  and  labor  to  work  for  the  elimination  of  all  forms  of  exploitation  and 
discrimination  in  employment.  It  advocates  the  study  of  economic  and  social 
policies  which  will  make  possible  the  guarantee  of  a  decent  standard  of  living 
for  all. 

The  most  important  task  is,  of  course,  to  raise  the  income  level  of  the  poor. 
Adequate  employment  opportunity  at  realistic  wage  levels  is  one  key  to  the 
achievement  of  this  goal.  The  country  is  already  committed  to  this  since  the 
adoption  by  Congress  of  the  Full  Employment  Act  of  1946.  This  requires  effec- 
tive monetary,  fiscal  and  investment  policies  which  will  create  new  jobs  while 
maintaining  relative  price  stability.  Rapid  technological  changes  which  bring 
about  displacement  of  workers  call  for  accelerated  and  expanded  manpower 
training  programs  involving  both  government  and  also  private  business  and 
industry. 

Many  people  believe  that  the  War  Against  Poverty  can  be  won  on  the  employ- 
ment front  alone,  and  that  all  other  proposed  programs  are  secondary.  This  is 
an  unwarranted  assumption.  Many  poor  people  cannot  be  wage  earners.  They  are 
old  people,  disabled  or  handicapped  persons,  children;  and  in  many  cases,  the 
mothers  of  these  children. 

The  income  maintenance  of  these  poor  as  well  as  of  the  unemployed  is  a 
responsibility  of  all.  This  is  public  policy  since  the  passage  of  the  Social  Security 
Act  of  1935.  This  mutual  responsibility  is  discharged  in  theory  through  two 
systems : 

1.  The  social  insurance  programs  which  are  intended  to  prevent  poverty. 

2.  The  public  welfare  program  which  has  as  its  purpose  the  containment  of 
poverty  and  the  provision  of  services  to  help  those  in  need  to  achieve  as  much 
independence  as  possible. 

There  is  abundant  statistical  evidence  that  in  fact  social  insurance  and  public 
welfare  are  failing  to  achieve  their  goals.  Several  million  aged  or  disabled 
persons  and  dependent  children  whose  income  is  derived  solely  from  social 
security  or  public  assistance  payments,  are  living  in  dire  poverty.  Social  insur- 
ances and  public  welfare  are  failing  to  perform  their  function  for  many  individ- 
uals and  families.  Therefore,  they  require  substantial  improvement  and  radical 
reform. 
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Theru  _    widespread  agreement  that  the  following  measures  are  essential : 

(a)  It  is  generally  recognized  that  the  benefits  payable  under  Old  Age,  Sur- 
vivors and  Disability  Insurance  (O.A.S.D.I.)  are  insufficient  and  need  to  be  raised 
substantially  to  lift  all  recipients  above  the  poverty  line.  This  requires  adjust- 
ments in  the  wage  base  taxed  and  in  the  percentage  of  the  tax.  Such  increased 
contributions,  however,  may  impose  an  intolerable  burden  on  those  with  the 
smallest  incomes.  These  persons  will,  of  course,  also  receive  the  smallest  benefits 
under  O.A.S.D.I.,  and  are  least  able  to  secure  for  themselves  supplemental 
retirement  income.  Consideration  must,  therefore,  be  given  to  using  appropria- 
tions from  general  revenue  so  that  minimum  payments  can  be  raised  to  an 
adequate  level.  Insured  persons,  however,  should  not  be  forced  to  become 
paupers,  before  receiving  these  benefits. 

Considerations  should  also  be  given  to  adjusting  benefit  payments  automatically 
as  the  cost  of  living  changes.  New  administrative  regulations  are  also  required 
so  that  contributions  to  the  Social  Security  Insurance  system  are  actually  made 
by  insured  persons  and  their  employers  in  such  groups  as  tenant  farmers,  share 
croppers,  migrant  workers,  and  domestics.  Although  such  coverage  is  now  re- 
quired by  law,  it  is  widely  ignored. 

(b)  Improvements  are  required  in  the  health  care  benefits  provided  under 
Title  XVIII  of  the  Social  Security  Act.  Proposals  are  now  before  Congress  to 
extend  coverage  to  the  disabled  below  age  65.  Coverage  should  also  be  extended 
to  their  dependents  :  and  to  all  survivors  of  insured  persons,  regardless  of  age. 

The  high  cost  of  prescription  drugs  contributes  materially  to  poverty  among 
the  aged.  Ways  must  be  found  to  reduce  such  costs  to  persons  with  limited  in- 
comes. A  special  committee  appointed  by  the  Secretary  of  Health,  Education,  and 
Welfare  is  now  studying  this  problem. 

Experience  to  date  shows  that  administrative  regulations  of  the  Medicare 
program  need  to  be  simplified  so  that  those  entitled  to  benefits  will  not  be 
deprived  of  them  because  of  their  inability  to  understand  these  regulations. 
Xobody  should  be  deprived  of  benefits  because  of  economic  hardship  resulting 
from  the  deductible  features  which  are  presently  a  part  of  Medicare. 

Cc)  Unemployment  insurance  must  be  strengthened,  especially  by  extending 
the  period  of  coverage :  and  by  federal  legislation,  to  bring  about  uniformity  in 
the  states  with  respect  to  coverage  and  the  amount  of  benefits  payable. 

(d)  Since  the  unemployment  insurance  system  cannot  provide  a  total  answer 
to  problems  arising  from  chronic  unemployment  during  this  period  of  radical 
technological  change  with  consequent  displacement  of  workers  who  are  unskilled 
or  semi-skilled,  it  is  essential  that  manpower  training  programs  be  expanded 
both  by  government  and  private  industry,  in  order  that  the  unemployed  may 
acquire  new  skills  or  upgrade  skills  no  longer  adequate  in  today's  highly  spe- 
cialized labor  market.  These  opportunities  should  be  available  to  all  without 
discrimination.  Special  emphasis  must  be  given  to  programs  for  the  handicapped, 
elderly  persons,  the  uneducated,  and  untrained  youth. 

In  order  to  facilitate  the  employment  of  workers  who  have  received  manpower 
retraining,  the  federal-state  system  of  public  employment  services  needs  to  be 
expanded.  New  job  opportunities  need  to  be  created  for  semiprofessional  workers 
in  the  fields  of  health,  education,  welfare  and  recreation.  Organized  labor  must 
eliminate  all  remaining  forms  of  discrimination  in  the  selection  of  apprentices 
and  their  promotion  after  the  completion  of  training.  This  is  particularly  impor- 
tant in  the  building  trades. 

(e)  There  is  widespread  and  largely  justified  dissatisfaction  with  the  effec- 
tiveness of  our  present  system  of  public  welfare  in  eliminating  poverty  for  the 
dependent :  and  valid  concern  about  the  administration  of  public  welfare  which 
in  many  jurisdictions  tends  to  destroy  rather  than  enhance  the  dignity  and  self- 
respect  of  the  recipients  of  assistance. 

Public  assistance  in  the  form  of  money  payments  and  social  services  should 
be  seen  as  a  right  for  all  persons  in  need.  Therefore,  the  present  system  of 
categories  of  type  of  need  should  be  replaced  by  the  single  criterion  of  financial 
need.  Assistance  payments  should  not  be  dependent  on  a  complex  and  degrading 
system  of  establishing  eligibility.  The  constitutional  rights  of  welfare  clients 
must  be  safeguarded.  Illegal  searches  and  midnight  raids  by  investigators  must 
stop.  A  simple  affidavit  should  be  as  valid  for  public  assistance  as  the  declaration 
of  "a  true  statement"  which  is  accepted  as  valid  on  income  tax  returns. 

Clients  must  be  assured  of  the  right  to  appeal  administrative  decisions  without 
running  the  risk  of  being  removed  from  assistance  rolls,  because  they  exercise 
this  right. 
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Residence  requirements — already  eliminated  in  connection  with  the  Medical 
Assistance  program  under  Title  XIX  of  the  Social  Security  Act — should  be  abol- 
ished as  totally  unrealistic  in  our  mobile  society. 

All  states  should  enact  legislation  to  provide  public  assistance  eligibility  for 
the  children  of  unemployed  fathers.  Twenty-eight  states  still  need  to  pass  such 
legislation. 

Similarly,  all  states  should  consider  the  enactment  of  comprehensive  medical 
assistance  programs  in  accordance  with  the  enabling  provisions  of  federal  legis- 
lation. 

Above  all,  it  is  essential  that  in  many  jurisdictions  the  level  of  assistance  pay- 
ments be  raised  to  meet  the  actual  needs  of  the  family,  with  provision  for  flexible 
adjustments  as  the  cost  of  living  changes. 

Encouragement  should  be  given  to  public  welfare  recipients  to  supplement 
income  through  additional  earnings  whenever  this  is  possible  and  socially  desira- 
ble by  permitting  reasonable  exemptions  of  earned  income  before  reductions  are 
made  in  public  assistance  grants.  For  the  same  reason  publicly  financed  day-care 
services  need  to  be  expanded  substantially. 

To  achieve  these  goals  it  is  imperative  that  there  be  uniform  federal  standards 
with  respect  to  assistance  payments  and  the  administration  of  public  welfare. 
It  must  be  recognized  that  not  all  states  are  equally  able  to  provide  for  an  effec- 
tive system  of  public  welfare.  Federal  matching  grants  should  be  administered  to 
provide  special  help  to  the  poorer  states. 

The  effectiveness  of  preventive  and  rehabilitative  social  services  provided  by 
public  welfare  departments  is  inhibited  by  their  relation  to  money  payments. 
When  financial  need  has  become  the  sole  criterion  for  public  assistance  grants, 
it  may  be  very  desirable  that  income  maintenance  and  the  social  service  provi- 
sion of  public  welfare  be  separated  from  one  another.  Preventive  and  rehabili- 
tative services  through  public  departments  of  social  service,  should  be  available 
to  all  in  need  regardless  of  income.  This  is  particularly  Important  in  small  towns 
and  rural  areas  where  private  agencies  may  not  exist. 

In  the  field  of  child  welfare  the  development  of  comprehensive  and  uniform 
programs  is  urgently  necessary  as  an  instrument  for  the  elimination  of  poverty. 
These  services  should  be  financed  in  the  same  manner  as  other  state  welfare 
programs. 

The  achievement  of  these  objectives  depends  on  improving  both  the  quantity 
and  also  the  quality  of  workers  in  public  and  private  agencies.  There  is  a  critical 
shortage  of  qualified  social  workers  in  this  country.  Federal  assistance  is  ur- 
gently required  for  the  expansion  of  schools  of  social  work  and  the  establish- 
ment of  additional  facilities  for  graduate  study.  Steps  need  also  to  be  taken  to 
expand  and  improve  in-service  training  of  workers.  To  implement  the  principle 
of  maximum  feasible  participation  of  the  poor,  special  programs  must  be  estab- 
lished to  expand  employment  opportunities  for  the  poor  in  health,  education, 
recreation,  and  welfare  services. 

Finally,  it  must  be  stressed  that  the  goal  of  social  and  economic  equity  for 
those  dependent  on  public  welfare  must  involve  the  poor  in  decisions  about 
programs,  their  implementation,  and  review.  The  poor  can  achieve  such  partici- 
pation most  effectively  if  they  are  organized. 

(f)  It  is  quite  clear  that  substantial  improvements  in  the  system  of  social 
insurances  and  radical  reform  of  public  welfare  will  take  time ;  will  require 
substantial  investments  from  employers  and  employees ;  and  additional  expend- 
iture of  public  funds.  It  must  also  be  recognized  that  the  changes  which  are 
proposed  in  this  paper  will  not  benefit  those  who  are  employed  seasonally  and 
those  whose  employment  is  at  marginal  wages.  It  is  widely  believed  that  the 
latter  group  might  actually  be  deprived  of  employment,  if  there  were  sharp 
upward  adjustments  in  the  minimum  wage,  since  their  jobs  would  be  priced  out 
of  the  market. 

Consideration  must,  therefore,  be  given  to  alternative  methods  of  compre- 
hensive and  equitable  income  maintenance.  Promising  approaches  to  such  alterna- 
tives have  been  advanced  in  proposals  for  some  form  of  guaranteed  annual 
income ;  a  negative  income  tax ;  a  system  of  family  or  children's  allowances ;  or 
fatherless  child  insurance.  All  of  these  require  further  study.  All  are  costly, 
although  some  of  the  expense  may  be  offset  by  resulting  savings  in  public  assist- 
ance which  may  no  longer  be  necessary  except  as  a  residual  program. 

The  Church  believes  in  the  dignity  and  worth  of  the  individual  and  his  inherent 
right  to  have  basic  needs  met.  On  the  basis  of  this  belief  and  in  the  conviction 
that  the  largest  measure  of  social  justice  for  all  is  the  interests  of  society,  the 
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Churen  welcomes  the  continued  search  for  a  comprehensive  program  of  income 
maintenance  and  sees  the  creation  of  such  a  system  as  an  essential  goal  in  a 
society  of  equal  opportunity  for  all. 

The  following  resolutions  were  adopted  by  the  general  convention  of  the 
Episcopal  Church,  1967. 

POVEETY  PEOGRAMS 

1.  Convictions  about  social  services 

Resolved.  That  this  General  Convention  record  its  conviction 

1.  That  the  elimination  of  poverty  from  our  society  requires  that  multiple 
social  services  of  all  types  be  generally  available : 

2.  That,  to  be  truly  effective,  and  to  avoid  duplication  and  overlapping  of 
services,  social-welfare  activities  looking  toward  the  elimination  of  poverty 
should  be  carried  on  co-operatively,  by  means  of  a  voluntarily  established  part- 
nership between  public  agencies,  private  and  non-sectarian  health-and-welfare 
institutions,  and  church-related  health-and-welfare  services : 

3.  That  Church-related  agencies  involved  in  service  to  the  poor  should  not 
only  advocate  the  rights  of  the  poor,  but  should  also  encourage  the  poor  to 
participate  in  the  furnishing  of  such  services  ; 

4.  That  Church-related  agencies  should  establish  programs  designed  to  im- 
prove public  knowledge  of  the  extent,  character,  and  availability  of  social 
services  to  the  poor,  and  designed  increasingly  to  involve  the  local  poor  in  the 
provision  of  such  services. 

2.  Participation  of  the  poor  in  decisionmaking 

Whereas.  This  Convention  recognizes  not  only  the  right,  but  the  necessity  of 
the  poor  to  participate  in  the  social,  economic,  and  political  decisions  which  affect 
their  lives,  and  the  importance  of  having  them  serve,  therefore,  on  all  decision- 
making bodies  of  poverty-related  institutions  and  agencies ;  therefore,  be  it 

Resolved.  That  this  Convention  urge  all  Episcopalians  to  seek  every  available 
means  to  encourage  such  participation,  and  more  specifically,  that  the  Executive 
Council,  through  its  Department  of  Christian  Social  Relations,  translate  the 
concern  of  this  Convention  to  all  diocesan  departments  of  Christian  Social 
Relations. 

Social  Policy  ox  Poveety,  Adopted  by  Gexeeal  Convention,  September  1967 

Resolved.  That  the  Executive  Council  affirms  as  policy  the  following  items  which 
were  referred  to  it  by  the  House  of  Deputies  of  the  General  Convention : 1 

1.  That,  the  social  insurance  system  be  revised  in  ways  which  will  more 
effectively  alleviate  poverty. 

2.  That,  further  efforts  be  encouraged  to  extend  and  more  effectively  adminis- 
ter public  and  voluntary  health  services  in  the  community  so  that  all  in  need 
of  medical  care  may  receive  it. 

3.  That,  need  should  be  the  sole  criterion  of  eligibility  for  receiving  public 
assistance  and  that  necessary  steps  should  be  taken  to  protect  and  enhance 
the  well-being,  self-reliance  and  dignity  of  recipients  of  all  public  welfare 
services. 

4.  That,  studies  should  be  undertaken  regarding  the  establishment  of  equit- 
able and  comprehensive  systems  of  income-maintenance,  and,  be  it  further 
Resolved,  That  the  Executive  Council  authorizes  appropriate  staff  to  make  the 
policy  known  and  to  develop  specific  proposals  to  implement  these  policies  for 
Council  action  at  subsequent  meetings. 

Adopted  by  the  Executive  Council,  Episcopal  Church,  February  196S. 


xDue  to  pressure  of  time  the  General  Convention  was  nnable  to  deal  with  the  proposals 
on  Social  Security,  public  welfare  and  alternate  methods  of  income  maintenance.  These 
were  referred  to  the  Executive  Council  (which  establishes  policies  between  General  Con- 
ventions) for  action. 
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Western  Pennsylvania-West  Virginia  Synod  Lutheran  Church 

in  America, 
Pittsburgh,  Pa.,  October  23, 1969. 

Hon.  Wilbur  Mills, 

Chairman,  House  Ways  and  Means  Committee, 
House  Office  Building,  Washington,  B.C. 

Dear  Mr.  Mills  :  According  to  the  information  I  have  received,  the  Adminis- 
tration's Proposals  on  Welfare  have  been  received  by  your  Committee,  and 
hearings  were  begun  this  week.  As  a  representative  of  the  Lutheran  Church  in 
Western  Pennsylvania  and  West  Virginia,  I  wish  to  express  the  concern  of  our 
Church  that  the  state  provide  for  all  its  citizens  the  opportunity  of  development 
and  self-fulfilment.  One  of  the  basic  considerations  of  our  national  position  on 
social  welfare  is  stated  as  follows  : 

"Justice  requires  that  the  state  promote  the  general  welfare,  further  the 
well-being  of  every  citizen,  and  secure  equal  opportunity  for  full  development 
of  all  its  citizens.  This  requires  that  the  state  rjrovide  the  means  for  self -fulfil- 
ment to  those  who  cannot,  because  of  circumstances,  provide  them  for 
themselves." 

Although  I  have  not  yet  seen  the  Administration  proposals  in  detail,  I  have 
read  about  the  basic  tenets  of  the  legislation.  The  setting  of  a  national  minimum 
amount  of  assistance,  the  inclusion  of  the  "working  poor",  the  establishment 
of  need  as  the  criterion  for  assistance,  the  separation  of  income  maintenance 
from  social  services,  are  all  commendable  aims. 

At  the  same  time,  I  have  reservations  about  the  work  requirement  which 
would  make  it  mandatory  for  everyone  receiving  benefits  to  accept  work  or  train- 
ing. In  addition,  the  minimum  of  $1600  for  a  family  of  four  for  a  year,  which 
I  have  heard  discussed,  is  far  from  adequate.  Unless  there  is  provision  for 
mandatory  state  supplements  to  bring  the  minimum  up  to  $3400  for  a  family 
of  four,  many  needy  people  will  be  worse  off  under  the  national  plan  than  under 
the  present  state  plans. 

I  am  glad  that  this  legislation  has  been  introduced.  I  look  forward  to  the 
passage  of  a  national  welfare  bill  which  truly  will  provide  the  opportunities  for 
self-fulfilment  to  many  of  our  citizens  who  are  now  denied  that  right. 
Sincerely  yours, 

Rev.  Robert  J.  Wilde, 
Assistant  to  the  President  for  Social  Ministry,  Western  Pennsylvania-West 
Virginia  Synod,  Lutheran  Church  in  America. 


Board  of  Christian  Social  Concerns  of  the  United  Methodist  Church, 

Washington,  B.C.,  October  22,  1969. 

Hon.  Wilbur  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

House  of  Representatives  Washington,  B.C. 

Re  committee  hearings  on  reform  of  public  welfare. 

Dear  Mr.  Mills  :  We  submit  herewith,  for  the  consideration  of  the  Committee, 
a  statement  of  the  Board  of  Christian  Social  Concerns  of  The  United  Methodist 
Church,  entitled  "Welfare  Reform".  The  statement  was  adopted  October  9,  1969, 
at  a  meeting  of  the  Board  at  Lake  Junaluska,  North  Carolina. 

The  Board  is  made  up  of  some  76  voting  members  elected  in  the  five  Jurisdic- 
tions (regions)  of  the  denomination  in  the  United  States.  Membership  is  equally 
divided  between  lay  and  clergy.  The  Board  is  authorized  and  directed  to  function 
as  an  agency  of  The  United  Methodist  Church  carrying  out  research,  education, 
and  action  in  a  whole  field  of  social  issues,  including  specifically  "community 
welfare  policies  and  practices",  The  Book  of  Biscipline  of  The  United  Methodist 
Church,  1968,  Methodist  Publishing  House,  (see  paragraph  980ff,  pp.  265ff). 

The  Board  speaks  for  itself,  not  for  the  denomination  as  a  whole.  Only  the 
General  Conference  of  The  United  Methodist  Church  speaks  officially  for  the 
denomination  as  a  whole. 

The  attached  statement  of  the  Board,  however,  is  based  on  official  policy 
pronouncements  of  The  United  Methodist  Church,  as  adopted  by  the  General 
Conference  of  1968,  which  call  for  income  support  payments  to  people  in  poverty 
which  best  fulfill  the  following  criteria  : 

"Available  to  all  as  a  matter  of  right ;"  and  "adequate  to  maintain  health  and 
human  decency."  (See  The  Book  of  Resolutions  of  The  United  Methodist  Church, 
1968,  Statement  on  "Health,  Welfare  and  Human  Development",  subparagraphs 
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entitled  "Guaranteed  Annual  Income"  and  "Social  Welfare  Policy",  pp.  46-48. 
Methodist  Publishing  House,  Nashville,  Tennessee.) 

With  these  criteria  in  mind,  the  Board  statement  notes  the  wide  gap  presently 
existent  between  real  needs  of  dependent  families,  and  the  actual  support  levels 
of  the  welfare  programs  of  the  various  states.  The  heart  of  the  Board  proposal 
is  a  request  to  the  United  States  Congress  to  establish  the  "lower  standard 
budget",  defined  by  the  Bureau  of  Labor  Standards,  as  the  official  governmental 
bench  mark  for  calculating  need  among  people  in  poverty. 

On  behalf  of  the  members  of  the  Board  of  Christian  Social  Concerns,  we  have 
the  honor  of  commending  to  your  Committee  the  Board  statement  here  attached. 
Sincerely  yours, 

A.  Dudley  Ward, 
General  Secretary. 
Grover  C.  Bagby, 
Associate  General  Secretary. 

Statement  on  Welfare  Reform,  Adopted  October  9,  1969  by  the  Board  of 
Christian  Social  Concerns  of  The  United  Methodist  Church 

Basing  our  thought  on  considerations  carefully  set  forth  in  policy  statements 
of  The  United  Methodist  Church.1  and  of  The  National  Council  of  Churches,2 
we  call  upon  the  Congress  of  the  United  States  to  establish  public  welfare  income 
support  levels  "adequate  to  maintain  health  and  human  decency."  3  Looking  at 
present  support  levels  for  welfare  recipients  in  the  various  States  of  the  nation, 
we  are  obliged  to  judge  our  nation's  treatment  of  its  poor  as  callous  and  destruc- 
tive. Support  levels  provided  by  the  existing  welfare  system  perpetuate  malnu- 
trition and  tend  to  prevent  recipients  from  developing  economic  independence. 

We  commend  the  present  administration  for  including  the  following  elements  in 
its  welfare  reform  proposals  : 

( a )  raising  federal  support  levels, 

(b)  establishing  national  minimum  standards  of  support, 

( c )  aiding  families  with  children  where  an  unemployed  father  is  present, 

(d)  providing  opportunities  to  retain  additional  earned  income  before  welfare 
support  is  reduced  or  eligibility  is  lost, 

( e )  providing  income  supplements  for  the  working  poor, 

(f )  simplifying  eligibility  determinations, 

( g )  emphasizing  the  value  of  economc  independence  for  the  poor.4 

We  question  the  necessity  and  wisdom  of  the  mandatory  aspects  of  the  proposed 
work-training  program.  The  prominent  place  of  the  work  requirement  program 
in  the  proposal  tends  to  perpetuate  the  destructive  stereotype  of  welfare  recipients 
as  people  unwilling  to  work  and  who  need  to  be  coerced  into  the  labor  force. 

We  find  unrealistic  the  Administration's  proposal  of  setting  the  national  mini- 
mum support  standard  for  a  four  person  family  at  $1,600  per  year,  when  the 
government  defined  minimum  budget  need  is  $4,862  per  year  (based  on  1967 
prices).5 

Until  our  national  welfare  policy  calls  for  support  levels  for  all  eligible 
recipients  which  reflect  the  actual  physical  needs  and  dollar  costs  of  minimal 
health  and  human  decency,  that  policy  will  continue  to  be  humanly  destructive 
and  self-defeating. 

We  call  upon  the  Congress,  then,  in  its  reform  of  public  welfare,  to  establish 
the  Low  Standard  Budget  of  the  Bureau  of  Labor  Statistics  6  as  its  standard 
of  reference  for  defining  need,  taking  into  account  the  geographical  and 
urban/rural  variables  already  measured  in  the  Bureau's  calculations.  We  urge 
that  this  Low  Standard  Budget  measure,  carefully  drawn  and  regularly  revised 


1  Resolution  on  "Health,  Welfare,  and  Human  Development"  paragraphs  on  "Guaranteed 
Annual  Income"  and  "Social  Welfare  Policy".  Printed  in  The  Booh  of  Resolutions  of  The 
United  Methodist  Church,  1968,  edited  by  The  Program  Council,  Methodist  Publishing 
House,  Nashville,  Tennessee,  pp.  45-49. 

2  Statement  on  "Guaranteed  Income",  adopted  by  the  Board.  Published  in  leaflet  form  by 
tbe  Department  of  Publication  Service.  475  Riverside  Drive,  New  York,  New  York,  10027. 

3  See  The  Book  of  Resolutions  of  The  United  Methodist  Church,  ibid  p.  47. 

4  See  Proposals  For  Welfare  Reform.  Message  from  the  President  of  The  United  States 
Relative  to  Welfare  Reform,  August  11,  1969.  Document  91-146,  House  of  Representatives, 
91st  Congress.  First  Session. 

5  See  "Three  Standards  of  Living  for  an  Urban  Family  of  Four  Persons"  Spring,  1967. 
Bulletin  #1570-5,  United  States  Department  of  Labor,  Bureau  of  Labor  Statistics.  See 
especially  p.  8.  "Lower  Standard  Budget,  Distribution  of  Budget  Allowances  for  Family 
Consumption." 

8  See  "Three  Standards  of  Living  for  an  Urban  Family  of  Four  Persons"  ibid. 
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to  meet  changing  conditions,  be  accepted  as  the  foundation  for  calculating  matters 
relevant  to  the  income  maintenance  needs  of  the  nation.  These  should  include  not 
only  categorical  and  general  public  assistance  programs,  but  also  such  programs 
as  income  supplements  for  the  working  poor,  financial  incentives  for  work  experi- 
ence by  welfare  recipients,  unemployment  compensation  and  minimum  wage 
legislation. 

Anything  less  than  this  will  not  measure  up  to  the  standard  called  for  by 
President  Nixon  in  his  Message  to  Congress  on  Welfare  Reform.  That  standard 
was  embodied  in  the  President's  powerful  opening  observation : 

"A  measure  of  the  greatness  of  a  powerful  nation  is  the  character  of  the  life 
it  creates  for  those  who  are  powerless  to  make  ends  meet."  7 
Our  Nation  has  the  power ;  it  must  find  the  will. 


Anti-Defamation  League  of  B'nai  B'rith, 

Washington,  D.C.,  November  Uf,  1969. 

Hon.  Wilbur  Mils, 

Chairman,  Committee  on  Ways  and  Means, 
House  of  Representatives,  Washington,  B.C. 

Dear  Mr.  Chairman  :  The  Anti-Defamation  League  of  B'nai  B'rith  welcomes 
this  opportunity  to  submit  its  views  on  H.R.  14173 — the  Administration's  pro- 
posed "Family  Assistance  Act  of  1969." 

The  Anti-Defamation  League  is  the  educational  arm  of  B'nai  B'rith  which  was 
formed  in  1843  and  is  America's  oldest  and  largest  Jewish  service  organization. 
It  seeks  to  improve  relations  among  the  diverse  groups  in  our  nation  and  to 
translate  into  greater  effectiveness  the  principles  of  freedom,  equality  and 
democracy.  It  is  dedicated  to  securing  fair  treatment  and  equal  opportunity  for 
all  Americans  regardless  of  race,  religion,  color  or  national  origin. 

For  more  than  three  decades  we  have  witnessed  a  welfare  system  started  as 
a  temporary  relief  measure  to  help  the  victims  of  the  Great  Depression  of  the 
1930's  grow  into  a  crazy  quilt,  patchwork  and  often  contradictory  series  of 
programs  which  has  caused  the  break-up  of  the  family  institution,  fostered 
dependency  rather  than  independence  and  helped  to  destroy  individual  dignity 
and  self-esteem.  The  lack  of  any  national  program  with  minimum  national  stand- 
ards has  led  to  glaring  inequities  in  welfare  benefits  among  the  50  states  and 
produced  a  vast  migration  from  our  rural  areas  to  urban  centers,  intensifying 
many  of  the  ills  which  our  major  cities  now  face  and  which  today  finds  about 
one  million  of  our  nation's  ten  million  welfare  recipients  on  the  welfare  rolls  of 
New  York  City  alone. 

Our  present  welfare  programs  have  become  increasingly  costly  and  financially 
burdensome  and  rather  than  being  a  stabilizing  social  force,  have  created  resent- 
ment and  divisiveness  among  our  people.  Our  nation's  rich  and  poor,  white  and 
non-white,  have  been  polarized  by  a  welfare  system  which  has  not  only  failed 
to  provide  incentives  to  employment  and  avenues  to  self-sufficiency,  but  has 
served  rather  to  destroy  the  individual's  hope  of  independence.  As  we  face  the 
decade  of  the  '70s  we  must  therefore  agree  with  the  words  voiced  to  the  nation 
by  President  Nixon  on  August  8,  "Whether  measured  by  the  anguish  of  the  poor 
themselves,  or  by  the  drastically  mounting  burden  on  the  taxpayer,  the  present 
welfare  system  has  to  be  judged  a  colossal  failure.  ...  it  is  failing  to  meet 
the  elementary  human,  social  and  financial  needs  of  the  poor." 

H.R.  14173,  the  Administration's  response  to  the  clear  and  urgent  need  for 
wholesale  change  in  our  welfare  policy  represents  a  creative  and  constructive 
efforts  which  for  the  first  time  seeks  to  bring  rationality  to  our  welfare  system. 
Rather  than  simply  trying  to  patch  up  further  an  unwieldy,  ineffective  and  often 
self-defeating  system,  the  Administration  has  taken  the  bold  and  forward-looking 
step  of  offering  a  totally  new  program  aimed  not  only  at  eliminating  the  inequities 
and  human  indifference  which  characterize  our  present  welfare  approach,  but 
directed  toward  new  objectives  and  social  goals.  We,  therefore,  warmly  commend 
the  President's  initiative  and  applaud  the  over-all  concept  embodied  in  H.R. 
14173.  Whatever  its  shortcomings,  they  cannot  overshadow  the  major  break- 
through in  the  field  of  welfare  which  this  proposal  represents. 

The  Administration's  plan  calls  for  a  basic  income  of  $1600  per  year  for  a 
family  of  four.  It  would  also  allow  a  working  poor  family  qualified  for  assistance 


7  Proposals  for  Welfare  Reform.  Message  from  The  President  of  The  United  States,  ibid, 
p.  1. 
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to  retain  the  first  $720  of  its  earnings  without  any  loss  of  benefits.  As  earnings 
increase  over  $720  a  year,  benefits  would  be  reduced  by  50%  until  in  the  case 
of  a  family  of  four  an  earned  income  ceiling  of  $3920  is  reached.  Under  this  plan 
the  working  poor  would  for  the  first  time  be  qualified  on  a  nation-wide  basis  for 
assistance.  By  allowing  a  family  to  retain  a  portion  of  its  earnings,  the  bill 
would  provide  an  incentive  for  welfare  recipients  to  go  to  work,  and  by  making 
unemployed  and  working  poor  fathers  eligible  for  assistance,  it  would  do  away 
with  the  excessively  harsh  "man  in  the  house"  rule  and  thus  prevent  the 
break-up  of  families. 

A  principal  and  salutary  component  of  the  family  assistance  plan  is  the  federal 
support  and  funding  of  expanded  day  care  centers  for  the  children  of  working 
mothers.  The  legislation  also  calls  for  welfare  recipients  with  certain  specified 
exceptions  to  register  for  job  training  and  to  accept  "suitable  employment"  when 
offered.  A  welfare  recipient  who  turns  down  a  job  without  "good  cause"  would 
lose  his  welfare  payment — the  other  members  of  the  family  would,  however, 
continue  to  receive  their  benefits. 

Under  the  plan  embodied  in  H.R.  14173,  benefits  would  be  uniform  in  all  states. 
A  state  would  be  required  to  spend  at  least  50%  of  what  it  is  now  spending  on 
public  assistance  programs  though  in  no  case  more  than  90%  of  its  current 
expenditures.  The  balance  of  the  funding  would  be  by  the  federal  government. 

It  is  estimated  that  the  new  plan  will  add  to  the  ten  million  people  now 
on  welfare  rolls  an  additional  12.4  million  persons  who  are  now  ineligible  for 
welfare  assistance.  The  new  plan  will  cost  an  additional  $4.4  billion  in  its 
first  year  of  operation.  When  added  to  present  federal  spending  for  public- 
welfare  estimated  at  $4.2  billion  for  this  fiscal  year,  total  federal  expenditures 
for  welfare  would  be  $8.6  billion,  or  slightly  less  than  5%  of  our  total  national 
budget  for  the  current  year. 

As  we  have  indicated,  H.R.  14173  incorporates  a  commendable  program  but  one 
which  we  feel  can  be  strengthened  and  improved  in  several  respects.  The  income 
floor  of  $1600  for  a  family  of  four  is  a  bare  minimum.  Even  when  food  stamp 
benefits  are  added  to  the  welfare  payment,  the  resulting  total  of  $2320  is  still 
hardly  adequate  to  meet  the  needs  of  poor  families,  especially  those  in  urban 
areas  with  a  high  cost  of  living.  The  $1600  a  year  floor  set  in  the  bill  would 
provide  a  family  of  four  with  $1.10  per  person  per  day  (in  a  family  of  seven 
it  would  be  even  less — only  $1.00  per  person  per  day)  hardly  enough  to  pay 
for  the  daily  health,  food,  housing,  clothing  and  educational  needs  of  a  family. 
We  would  hope  that  the  income  floor — a  principle  we  heartily  endorse — would  at 
lease  be  set  at  the  Social  Security  Administration's  estimated  poverty  line 
of  $3600  for  a  family  of  four  and  that  provision  would  be  made  for  necessary 
adjustments  tied  to  increases  in  the  cost  of  living. 

Although  the  legislation  permits  a  welfare  recipient  to  keep  a  part  of  his  out- 
side earnings  without  losing  his  benefits,  the  fact  is  that  most  of  those  now  on 
the  welfare  rolls  have  no  other  income  and  are  completely  dependent  on  their 
welfare  payments  for  their  existence.  There  is  a  widely-held  misconception  as 
to  the  makeup  of  the  people  who  are  on  our  welfare  rolls.  Most  would  believe 
that  those  receiving  welfare  are  lazy,  shiftless  people  unwilling  and  incapable 
of  holding  a  job.  The  statistics  suggest  otherwise.  Of  the  10  million  now 
receiving  public  assistance,  six  million  are  children.  The  remaining  four  million 
adults  are  made  up  largely  of  the  mothers  of  these  children,  the  aged — mostly 
women — ,  the  blind  and  those  so  srverely  handicapped  that  their  work  potential, 
if  any,  is  extremely  limited.  The  number  of  males  capable  of  working  is  small. 
In  light  of  these  facts,  it  is  essential  that  the  level  of  payments  be  increased  if 
those  on  welfare  are  to  have  more  than  a  meager  subsistence  income. 

While  the  development  of  a  national  computerized  job  bank  program  author- 
ized under  the  related  "Manpower  Training  Act  of  1969"  H.R.  13472  will  help  to 
locate  jobs  and  match  individuals  to  job  openings,  we  want  to  emphasize  the 
need  for  competent  professional  counselling.  Without  such  counselling,  the  com- 
puterized approach  could  make  job  placement  impersonal  and  insensitive  to 
human  needs.  In  addition,  we  would  stress  the  necessity  for  providing  jobs  which 
do  more  than  merely  keep  an  individual  from  being  another  unemployment 
statistic  but  which  allow  for  some  degree  of  individual  growth  and  upward 
economic  mobility.  Otherwise  a  computerized  job  bank  could  well  become  a  vehicle 
for  locking  poor  people  into  menial  and  dead-end  jobs.  The  character  of  the 
employment  and  training  made  available  as  well  as  the  assurance  of  a  fair  wage 
are  all  essential  elements  of  a  successful  work  incentive  program.  In  this  con- 
nection we  are  pleased  to  note  a  recent  address  by  the  U.S.  Wage  and  Hour 
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Administrator,  Robert  D.  Moran,  emphasizing  the  determination  of  the  Wage 
and  Hour  Division  to  insure  that  people  getting  off  the  welfare  rolls  and  onto 
payrolls  will  receive  the  minimum  wage  and  overtime  protection  provided  under 
the  Fair  Labor  Standards  Act. 

We  endorse  the  bill's  concern  for  children  by  providing  for  the  development 
and  expansion  of  day  care  centers.  However,  we  are  disturbed  by  the  require- 
ment that  a  mother  register  for  work  when  her  children  reach  school  age. 
Because  of  a  child's  need  for  a  parent's  full  time  attention  and  devotion,  we 
feel  that  mothers  of  school  age  children  and  single  parent  families  should  have 
the  choice  of  either  going  to  work  or  staying  home.  Further,  we  urge  that  child- 
less couples  and  single  individuals  in  need  who  are  now  excluded  from  the  bill's 
benefits  be  made  eligible  for  assistance. 

In  conclusion,  we  want  to  emphasize  that  we  applaud  the  Administration's 
initiative  in  moving  to  scrap  our  long  outmoded  welfare  structure.  We  are 
pleased,  too,  that  your  Committee  has  moved  promptly  to  hold  hearings  on  this 
legislation.  We  hope  that  Congress  will  also  respond  promptly  and  enact  H.R. 
14173  with  the  additional  provisions  necessary  to  assure  a  "decent  level  of  life" 
for  the  millions  of  our  nation's  less  fortunate. 

We  respectfully  request  that  this  statement  be  included  in  the  printed  record 
of  the  hearings. 

Sincerely  yours, 

DORE  SCHARY, 

Acting  National  Chairman. 


Statement  of  the  United  Mine  Workers  of  America  on  H.R.  8799  Repealing 
Section  224  of  Title  II  of  the  Social  Security  Act 

We,  the  United  Mine  Workers  of  America,  wish  to  express  our  appreciation 
for  the  opportunity  to  state  that  we  support  H.R.  8799  and  urge  its  early  pas- 
sage. We  take  this  position  because  .such  action  is  compatible  with  the  Congres- 
sional intent  as  expressed  in  the  Social  Security  Act  and  the  passage  of  H.R.  8799 
will  restore  income  now  denied  to  thousands  of  American  families. 

H.R.  8799  would  repeal  section  224  of  title  II  of  the  Social  Security  Act.  This 
is  the  so-called  "offset"  provision,  which  was  passed  in  1965  and  amended  in 
1967.  Section  224  provides  for  the  reduction  in  Social  Security  benefits  for  a 
recipient  who  is  also  receiving  compensation  payments  for  a  work-related  injury. 
Section  224  restricts  the  total  payments  to  a  disabled  worker  under  62  years  of 
age  to  80%  of  his  "average  current"  earnings  at  the  time  of  his  disability.  In 
the  event  the  combined  payments  of  Social  Security  and  workmen's  compensa- 
tion exceed  80%,  the  Social  Security  benefits  are  reduced  until  it  reaches  that 
level. 

The  first  benefit  payments  reduced  are  those  of  dependents  of  the  beneficiary. 
If  that  is  insufficient,  the  Social  Security  payments  to  the  beneficiary  himself 
are  lowered. 

From  the  latest  statistics  available,  there  are  17,117  disabled  worker  families 
affected  by  section  224.  These  families  have  a  total  of  55,815  beneficiaries 
located  throughout  the  fifty  states,  the  District  of  Columbia  and  Puerto  Rico. 

Several  of  the  large  coal  producing  states  have  significant  numbers  of  people 
adversely  affected  by  section  224.  As  of  August  1969,  Pennsylvania  had  1,211 
families  with  3,084  dependents  affected.  Ohio  had  746  families  with  2,397 
dependents. 

The  major  industrial  states  had  large  numbers  of  families  with  reduced  in- 
come because  of  the  restrictive  language  of  section  224.  California  had  the 
highest  number  with  2,332  families  and  7,118  dependents.  New  York  was  second 
with  1,285  families  and  3,863  dependents.  We  would  like  to  insert  into  the  record 
a  complete  list  of  the  states  involved. 

The  number  of  disabled  workers  with  reduced  benefits  is  a  relatively  small 
percent  of  the  total  covered  by  disability  payments.  The  55,815  beneficiaries  are 
2.2%  of  the  total  number  receiving  disability.  The  17,117  families  with  reduced 
benefits  represent  1.2%  of  all  families  covered  by  the  program. 

Of  the  17.117  disabled  workers  adversely  affected  by  section  224,  10,266  had 
benefits  partially  reduced.  The  average  reduction  for  this  group  was  $58.74.  An 
additional  2,642  workers  had  their  Social  Security  benefits  totally  eliminated 
with  an  average  reduction  of  $100.15  in  income.  Moreover,  4,209  workers  did  not 
have  their  own  benefits  reduced,  but  they  did  have  reductions  in  one  or  more 
of  the  benefits  going  to  the  dependents. 
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There  were  9,145  wives  or  husbands  of  disabled  workers  who  had  benefits  cur- 
tailed or  eliminated.  Of  these,  5,361  had  benefits  reduced  and  3.784  had  bene- 
fits completely  eliminated.  The  average  reduction  was  $28.47  for  a  partial  cut 
and  $36.83  when  the  benefits  were  completely  eliminated. 

There  were  29,553  child  beneficiaries  with  reduced  benefits  because  of  section 
224.  Of  these,  16,411  had  partial  reductions  and  13,142,  or  44.4%  of  the  total, 
had  payments  completely  eliminated. 

Moreover,  the  average  reductions  of  $23.50  for  a  partial  and  $29.82  for  a 
total  reduction  indicate  that  most  of  the  benefits  were  taken  away  from  even 
those  retaining  a  partial  benefit. 

The  above  paragraphs  sketch  the  results  of  the  passage  of  section  224.  We 
believe  that  the  record  indicates  that  this  section  of  the  law  should  be  repealed. 
We  say  this  for  the  following  reasons. 

Section  224-  places  a  ceiling  upon  the  income  of  disabled  workers.  As  it  is  now 
written,  a  disabled  worker  can  receive  no  more  than  80%  of  the  income  he  was 
receiving  at  the  time  that  he  became  disabled.  The  disabled  worker  is  forced  to 
accept  a  static  income  in  a  period  of  rapidly  mounting  prices  and  increasing  wage 
levels. 

There  is  a  provision  for  tying  the  "offset"  clause  to  increasing  wage  levels 
every  three  years.  But,  this  is  not  sufficient  to  protect  the  living  standard  of 
the  disabled  worker. 

Price  levels  have  increased  sharply  in  the  past  year  and  now  are  going  up  at 
a  rate  of  6%  per  year.  At  the  end  of  the  three-year  period  a  disabled  worker  with 
a  static  income  will  see  his  effective  purchasing  power  decline  by  about  15%. 

The  disabled  worker  probably  will  have  higher  expenses  than  a  healthy  worker. 
Under  age  62  he  is  not  covered  by  the  medical  care  provisions  of  the  Social 
Security  law  and  thus  must  meet  many  medical  expenses  out  of  his  own  pocket. 
We  are  all  familiar  with  the  inflationary  spiral  in  medical  costs  and  can  imagine 
inflation's  impact  upon  the  disabled  worker's  budget  and  living  standard. 

The  impact  of  section  224  is  felt  most  by  workers  with  dependent  children. 
These  workers  want  to  provide  for  their  children  in  line  with  today's  standards. 
They  want  to  give  them  a  good  education  to  equip  them  to  become  useful  citizens. 
The  children  of  a  disabled  worker  should  not  be  denied  the  same  opportunities 
as  the  children  of  those  fortunate  enough  to  be  able  to  work. 

Wage  and  salary  levels  have  continued  their  historic  climb.  Each  year  the  real 
income  of  the  average  American  worker  improves.  Each  year  he  is  able  to  partake 
of  the  fruits  of  our  industrial  society  to  a  larger  degree  than  before.  The  disabled 
worker  should  have  the  same  benefits.  In  our  opinion,  both  the  Social  Security 
payments  and  the  compensation  payments  should  be  adjusted  upward  to  reflect 
not  only  the  rise  in  the  cost  of  living,  but  also,  the  rise  in  living  standards.  We, 
as  a  nation,  should  not  consign  our  old  or  our  disabled  to  a  static  or  declining 
standard  of  living,  while  the  rest  of  society  forges  continually  ahead. 

The  United  Mine  Workers  of  America  has  over  the  years  worked  to  secure 
increased  compensation  payments  and  improved  Social  Security  benefits.  Such 
action  would  have  helped  to  provide  a  decent  living  standard  for  the  aged  and  the 
disabled.  But,  we  never  believed  that  the  two  programs  were  "offsetting"  or  that 
the  benefits  from  one  should  reduce  the  benefits  from  the  other. 

The  "offset"  provision  inhibits  the  development  and  implementation  of  state 
compensation  plans.  Within  the  past  year  the  United  Mine  Workers  of  America 
has  been  actively  seeking  improvements  in  the  workmen's  compensation  law  in 
every  coal  producing  state.  Our  efforts  have  been  devoted  primarily  to  "black 
lung,"  but  have  included  other  diseases  as  well. 

Several  states  responded  favorably  to  our  efforts.  West  Virginia  passed  a  law 
which,  although  not  completely  satisfactory,  does  significantly  improve  benefits. 
Pennsylvania  has  increased  payments  to  many  of  the  people  disabled  from  coal 
workers'  chest  diseases.  Ohio  has  also  made  significant  progress  in  this  area. 
Hopefully,  the  Commonwealth  of  Kentucky  will  enact  a  meaningful  compensation 
statute  in  the  upcoming  legislature. 

However,  there  seems  little  purpose  to  upgrading  state  workmen's  compen- 
sation laws  when  many  of  the  beneficiaries  will  lose  the  increased  benefits  because 
of  section  224.  What  is  important  is  total  income  usable  for  family  support. 
Section  224  effectively  places  a  ceiling  on  such  total  income  . 

Section  224  tells  the  state  that  any  improvements  made  in  workmen's  compen- 
sation above  a  certain  level  will  be  negated  at  the  federal  level.  Obviously,  the 
difficulty  in  upgrading  state  compensation  laws  will  be  more  difficult  as  long  as 
section  224  is  in  effect.  The  states  many  tend  to  pass  the  burden  of  caring  for 
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disabled  workers  to  the  Social  Security  Administration  by  inserting  offsets  into 
their  own  workmen's  compensation  laws. 

It  is  the  worker  caught  in  a  struggle  between  state  and  federal  governments 
that  will  lose.  We  do  not  believe  that  this  should  be  permitted  to  happen. 

Workmen's  compensation  and  Social  Security  are  separate  and  distinct  pro- 
grams which  should  not  he  coupled  together  as  they  are  in  section  224-  Com- 
pensation is  a  payment  for  an  injury  on  the  job.  It  is  a  recognition  that  a  worker 
has  been  deprived  of  his  health  and  well-being  because  of  his  work  and  therefore 
should  receive  payment  for  such  disability. 

Social  Security,  on  the  other  hand,  is  designed  to  care  for  the  aged  and  the 
disabled  from  whatever  cause.  Thus,  a  worker  disabled  because  of  natural  causes 
is  still  eligible  for  Social  Security  benefits. 

The  law  should  not  deprive  a  disabled  worker  of  his  full  compensation  award 
and  disability  Social  Security  payments.  He  had  earned  compensation  because 
of  job-related  disability  and  he  has  paid  for  it  with  his  health  and  with  his 
future  inability  to  hold  a  paying  job.  In  equity,  he  should  be  compensated. 

Moreover,  in  many  instances  employers  pay  for  compensation  insurance.  These 
monies  are  used  to  provide  for  the  coverage  which  a  worker  receives.  On  the 
other  hand,  both  the  worker  and  the  employer  pay  for  the  Social  Security  program. 
Such  payments  are  separate  and  apart  from  compensation  and  should  be  so 
treated. 

A  worker  with  coal  workers'  pneumoconiosis  may  receive  a  total  disability 
award  under  applicable  state  laws.  He  has  paid  for  that  award  with  the  loss  of 
his  lung  function.  Since  he  is  disabled,  he  also  receives  Social  Security  to  provide 
for  himself  and  his  family. 

On  the  other  hand,  a  worker  totally  disabled  because  of  a  nonwork-related 
accident  is  entitled  to  disability  coverage  if  he  meets  the  requirements  of  the 
Social  Security  Act. 

In  equity,  the  worker  with  a  job-related  disability  should  receive  a  larger 
payment  than  the  man  with  the  nonjob-related  disability.  Any  other  course  can 
have  only  two  logical  alternatives.  The  state  compensation  programs  will  be 
weakened  by  placing  the  burden  upon  the  federal  government  through  the  Social 
Security  Administration.  Or,  the  Social  Security  Administration  will  shift  the 
burden  for  disabled  workers  to  state  compensation  plans. 

The  repeal  of  section  224  would  not  compromise  the  viability  of  the  Social 
Secitrity  Administration,  The  total  number  of  families  affected  by  the  "offset" 
provision  is  17,117  and  the  total  number  of  beneficiaries  is  55,815.  These  figures 
represent  1.2%  of  the  total  families  and  2.2%  of  the  total  beneficiaries.  Such  small 
percentages  hardly  cause  a  major  drain  upon  the  Social  Security  Administration. 
Statistics  from  the  Social  Security  Administration  show  that  of  the  1.8  billion 
dollars  paid  in  disability  payments  for  1966,  only  slightly  more  than  4  million 
dollars  was  cut  because  of  the  "offset"  provision.  These  statistics  indicate  the  rel- 
atively small  amount  of  money  involved.  No  rational  man  could  argue  that  the 
repeal  of  section  224  would  result  in  any  damage  to  the  economic  viability  of 
the  Social  Security  program.  Nor,  can  there  be  any  realistic  fear  that  such  a 
danger  can  come  about  in  the  future. 

The  "offset"  provision  hits  the  economy  of  depressed  areas  with  particular 
severity.  Many  of  the  recipients  of  Social  Security  disability  benefits  live  in 
depressed  areas  and  this  is  particularly  true  in  the  coal  mining  regions.  These 
benefits  are  important  to  the  economically  deprived  regions.  Our  investigations 
have  indicated  the  economic  importance  of  the  retired  or  disabled  or  "non- 
working"  population  to  the  coal  mining  regions.  Several  years  ago  a  study  of  the 
effect  of  UMWA  Welfare  Fund  pensions  on  a  former  coal  mining  community 
graphically  illustrated  the  impact  which  such  pensions  have.  As  Social  Security 
benefits  are  reduced,  the  ability  of  the  disabled  to  support  themselves  is  reduced. 
When  the  income  of  the  disabled  is  lowered,  his  contribution  to  the  community 
is  reduced. 

In  recent  years  Congress  has  recognized  the  need  to  alleviate  poverty  in  the 
coal  regions  of  Appalachia  and  a  special  government  program  has  been  developed. 
One  of  the  major  problems  of  the  Appalachian  region  is  the  poverty  of  disabled 
former  miners.  Most  of  these  men  are  dependent  upon  workmen's  compensation 
payments,  Social  Security  disability  benefits  and  their  union  pension.  Even  with 
income  from  several  sources  their  lives  are  difficult,  especially  for  those  under 
the  Social  Security  age  who  have  dependents  to  support. 

The  "offset"  provision  of  section  224  further  reduces  the  limited  income  of  the 
disabled  miner  and  adversely  affects  the  economy  of  coal  producing  states.  Sec- 
tion 224  is  in  direct  conflict  with  the  Congressional  intent  in  the  Appalachian 
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program  and  with  the  other  public  and  private  programs  designed  to  assure  the 
the  well-being  of  the  casualties  of  the  American  coal  industry. 

The  "offset"  provision  should  be  repealed  because  of  the  increasing  number  of 
younger  miners  suffering  from  coal-related  disabilities.  The  Congress  has  held 
extensive  hearings  on  accidents  and  health  in  coal  mines  and  in  recent  months 
the  problems  related  to  coal  workers'  pneumoconiosis  have  been  forcefully 
brought  to  the  public's  attention.  Congressional  hearings  revealed  a  large  number 
of  active  and  retired  coal  miners  now  suffer  from  this  disease.  One  appalling  fact 
has  emerged :  Coal  workers'  pneumoconiosis  is  increasingly  becoming  a  disease 
of  the  young.  Coal  miners  of  thirty  and  forty  years  of  age  are  becoming  disabled 
at  a  rapid  rate. 

This  is  a  chilling  change  from  the  historic  pattern.  It  used  to  be  that  miners 
disabled  from  coal  workers'  pneumoconiosis  or  silicosis  were  sixty  years  of  age 
or  older.  These  men  were  nearing  the  end  of  their  working  careers  and  the 
problems  of  caring  for  them  were  similar  to  the  problems  associated  with  other 
senior  citizens. 

The  problems  associated  with  retired  workers  disabled  by  coal  workers'  pneu- 
moconiosis are  magnified  many  times  in  the  case  of  the  younger  worker.  First, 
he  has  a  family  to  support.  His  financial  obligations  are  at  a  peak.  He  must 
educate  his  children  and  support  his  wife  in  the  future.  He  must  relate  his  own 
financial  position  to  workers  of  his  own  age  whose  earning  potential  will  grow 
with  the  growth  of  the  economy. 

The  United  Mine  Workers  of  America  has  fought  to  reduce  the  incidence  of 
coal  workers'  pneumoconiosis  among  American  coal  miners.  At  long  last,  a 
permissible  dust  level  will  soon  be  enforced  by  federal  law  in  the  coal  mining 
industry.  This  reduced  level  should  prevent  the  occurrence  of  the  disease  among 
men  not  nmv  afflicted.  We  will  work  for  an  even  more  rigid  standard  to  signifi- 
cantly reduce  the  number  of  miners  that  will  be  disabled  in  the  future. 

The  United  Mine  Workers  of  America  has  embarked  upon  a  major  program  in 
the  health  field.  We  have  established  a  Department  of  Occupational  Health  under 
the  direction  of  one  of  the  world's  leading  authorities  in  the  field.  This  department 
will  provide  the  same  dynamic  leadership  in  health  that  the  union  has  provided 
in  the  safety  field.  This  program  will  be  a  long  and  continuing  one  with  ultimate 
success. 

But,  the  sad  fact  remains  that  in  the  short-run  many  young  miners  now  are 
or  soon  will  be  disabled  by  coal  workers'  pneumoconiosis.  Some  way  must  be 
found  to  care  for  these  victims  and  maintain  their  income  at  a  reasonable  level. 
The  "offset"  provision  does  not  do  this.  It  forces  a  20%  reduction  in  pay.  Such  a 
reduction  is  unreasonable  and  contrary  to  the  American  tradition  of  caring  for 
those  injured  or  sick  or  unable  to  work. 

The  long-range  answer  to  occupational  disability  is  to  eliminate  the  cause 
of  such  disability.  This  we  are  trying  to  acomplish.  But,  in  the  interim  we  must 
provide  the  assurance  that  the  victims  do  not  suffer  financially. 

In  conclusion,  we  support  H.R.  8799  because  it  is  in  the  national  interest. 
Disabled  workers  under  age  62  should  not  have  their  Social  Security  benefits 
reduced  because  they  receive  workmen's  compensation  payments.  Such  reduc- 
tions impose  financial  hardship  upon  workers,  their  families  and  their  com- 
munities. Furthermore,  such  reductions  impede  the  development  and  implemen- 
tation of  effective  compensation  laws. 

The  repeal  of  section  224  will  not  threaten  the  financial  viability  of  the  Social 
Security  Administration.  The  relatively  few  people  involved  and  the  dollar 
amounts  are  insignificant  when  compared  to  the  total  disability  payments. 

Finally,  workmen's  compensation  and  Social  Security  should  not  be  tied 
together  in  this  way.  Compensation  is  payment  for  job-related  disability  or 
injury  and  it  is  the  payment  by  industry  or  government  for  the  loss  of  a  vital 
function  and  the  resulting  incapacity  of  the  worker  because  of  his  job. 

We  urge  the  Congress  to  enact  legislation  eliminating  section  224  of  title  II 
of  the  Social  Security  Act. 
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OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE 


State 


Total..  

Alabama  

Alaska.  

Arizona  

Arkansas  

California   

Colorado..   

Connecticut  

Delaware..  

District  of  Columbia 

Florida..   

Georgia  

Hawaii   

Idaho   

Illinois   

Indiana.   

Iowa...  

Kansas...  

Kentucky  

Louisiana.   

Maine  

Maryland  

Massachusetts  

Michigan   

Minnesota..  

Mississippi.  


Number  of 
disabled- 
worker        Number  of 
families    beneficiaries  i 


17, 117 

55  815 

250 

843 

9 

24 

237 

758 

299 

986 

2  332 

7  118 

'  19 

51 

90 

268 

27 

90 

23 

70 

763 

2,473 

358 

1,233 

79 

241 

95 

329 

301 

972 

167 

590 

98 

344 

91 

353 

509 

2,  001 

587 

2, 146 

60 

217 

175 

536 

582 

1,770 

897 

2,951 

188 

633 

275 

968 

State 


Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire 

New  Jersey  

New  Mexico  

New  York  

North  Carolina.. 
North  Dakota... 

Ohio...  

Oklahoma  

Oregon  

Pennsylvania... 

Puerto  Rico  

Rhode  Island... 
South  Carolina.. 
South  Dakota... 

Tennessee  

Texas  

Utah...  

Vermont  

Virginia  

Washington  

West  Virginia... 

Wisconsin  

Wyoming  


Number  of 
disabled- 
worker        Number  of 
families    beneficiaries  i 


171 

cnn 

DUU 

1  Afi 

Ran 

74 

301 

52 

Loi 

ce 
00 

I/O 

LI  3 

C39 
OOO 

1  RQ 

1  285 

O,  ooo 

'  217 

71 A 

JO 

121 

746 

2  397 

288 

'941 

470 

1,557 

1,211 

3,  084 

652 

2,474 

98 

294 

150 

456 

30 

114 

327 

1,052 

750 

2,723 

43 

141 

27 

81 

265 

823 

491 

1,629 

373 

1,448 

188 

600 

24 

89 

i  Disabled  workers  and  their  dependent  wives,  husbands,  and  children. 

Note:  Number  of  disabled-worker  families  whose  monthly  benefits  under  the  disability  insurance  provisions  of  the 
Social  Security  Act  were  reduced  or  withheld  because  of  benefits  payable  under  a  workmen's  compensation  program,  and 
total  number  of  beneficiaries  in  such  families,  by  State,  end  of  August  1969. 


Statement  of  Louis  Stulberg,  President,  International  Ladies'  Garment 
Workers'  Union  (AFL-CIO) 

This  statement  is  submitted  in  lieu  of  personal  appearance  on  behalf  of  430,000 
members  of  the  International  Ladies'  Garment  Workers'  Union  in  the  United 
States  and  Puerto  Rico.  Our  members,  80  percent  of  whom  are  women,  are  vitally 
concerned  with  Social  Security,  Medicare,  Medicaid  and  other  public  welfare 
problems.  To  them  and  their  families  this  is  social  legislation  of  major  importance 
vital  to  the  protection  of  their  personal  well-being  and  that  of  their  dependents. 

Over  the  years,  much  has  been  accomplished  by  our  existing  system  of  social 
insurance  and  public  welfare.  Yet,  however  great  these  accomplishments,  we 
must  also  be  conscious  of  many  shortcomings  in  the  existing  programs.  We  are 
glad  therefore  that  your  committee  is  currently  examining  our  social  security 
and  public  welfare  legislation  with  a  view  to  improvement  in  these  programs. 

A  comprehensive  exposition  of  the  views  of  the  American  Federation  of  Labor 
and  Congress  of  Industrial  Organizations  was  presented  before  your  committee 
by  the  Director  of  its  Legislative  Department  Andrew  J.  Biemiller  on  Novem- 
ber 6,  1969.  To  avoid  unnecessary  repetition,  we  want  to  echo  his  testimony  and 
express  our  support  for  the  proposals  submitted  to  you  at  that  time. 

There  is  no  question  that  insofar  as  the  nation's  social  security  program  is 
concerned,  it  has  failed  to  keep  pace  with  the  changing  requirements  of  the  present 
day  and  age.  Benefits  have  proven  to  be  inadequate  and  need  to  be  increased. 
The  burden  of  medical  costs,  currently  imposed  on  the  shoulders  of  the  elderly, 
needs  to  be  lifted.  The  many  inequities  that  have  become  exposed  in  the  program 
need  to  be  corrected.  The  present  method  of  financing  benefits,  predominantly 
based  on  regressive  forms  of  taxation  or  premiums,  needs  broadening. 

Old  age  and  survivors  benefits  provide  the  sole  or  major  source  of  income  for 
many  beneficiaries  of  the  system.  It  is  only  logical,  in  view  of  the  nation's 
concerted  war  against  poverty,  that  these  benefits  should  provide  at  least  the 
minimum  subsistence  above  bare  poverty  levels.  The  minimal  annual  budget  for  a 
retired  couple  is  estimated  by  the  Bureau  of  Labor  Statistics  to  have  called  for 
an  income  of  around  $2,900  in  Spring  1969,  while  similar  cost  for  a  single  retiree 
would  require  approximately  $1,600.  On  a  monthly  basis,  this  calls  for  a  minimal 
income  of  $243  for  a  couple  and  $133  for  a  single  person.  In  this  light,  the  $55 
minimum  benefit,  the  $109  average  full  benefit  for  single  retirees  and  the  $175 
average  full  benefit  for  a  retired  couple  paid  currently  to  social  security  bene- 
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ficiaries  clearly  fall  short  of  the  minimal  desired  standards.  These  data  clearly 
demonstrate  the  need  to  revise  the  existing  benefit  structure  along  the  lines  of  the 
50%  benefit  increase  and  the  increase  in  the  minimum  to  $120  as  recommended 
by  the  AFL-CIO  in  the  course  of  Mr.  Biemiller's  testimony. 

While  reviewing  benefit  levels,  it  is  also  essential  in  our  view  to  reconsider 
the  existing  formulae  for  the  computation  of  benefit  rates.  The  present  formula, 
while  disregarding  earnings  in  the  5  lowest  years,  is  nonetheless  affected  by 
years  of  low  earnings,  either  late  in  life  when  the  worker  loses  work  because  of 
ill  health  or  otherwise,  or  else  in  the  early  years  of  work  experience  before  full 
earnings  potential  is  reached.  A  much  sounder  approach  is  to  gear  benefit  levels 
to  the  level  of  earnings  most  representative  of  his  work  history.  This  is  attained 
by  the  Gilbert  bill  (H.R.  14430)  by  providing  an  alternative  method  of  calculat- 
ing benefits  which  would  be  based  upon  earnings  in  the  more  recent  best  years  of 
a  person's  work  history. 

Several  other  inequities  need  to  be  corrected  in  the  law.  At  the  present  time, 
benefits  are  denied  in  part  or  in  full  to  certain  classes  of  potential  beneficiaries. 
Dependent  parents  of  retired  or  disabled  workers  cannot  get  benefits  even  though 
dependent  parents  of  a  deceased  worker  are  eligible.  Disabled  widows  and  widow- 
ers qualify  for  benefits  if  they  are  age  50  or  over  (though  at  substantially 
reduced  rates)  but  not  before  age  50  even  though  their  economic  plight  may  be 
just  as  great.  Even  though  some  individuals  of  comparatively  advancd  age  are 
too  sick  to  perform  their  customary  work  and  cannot  readily  obtain  alternative 
gainful  employment,  they  may  not  meet  the  eligibility  test  for  disability  benefits 
because  of  unduly  harsh  statutory  requirements.  Disposable  income  of  working 
retirees  is  actually  reduced  whenever  under  the  existing  earnings  test  a  dollar  cf 
benefits  is  withheld  for  each  dollar  of  earnings.  Benefits  in  the  year  of  retirement 
may  be  reduced  on  account  of  that  year's  earnings  before  retirement  (in  similar 
situations,  benefits  may  be  cut  for  earnings  after  a  person  reaches  72  or  after 
dependents  leave  the  system).  These  and  other  inequities  such  as  are  evident 
in  the  inadequate  benefits  payable  to  widows  or  dependent  widowers,  need  to 
be  corrected  along  the  lines  recommended  by  the  Gilbert  bill,  some  Of  the  Adminis- 
tration proposals  and  the  AFL-CIO  testimony. 

Once  the  benefit  structure  is  modernized,  Congress  should  build  a  provision 
into  the  statute  to  adjust  benefits  both  for  price  rises  in  the  future  as  well  as 
for  changes  in  the  American  mode  of  life  brought  about  by  our  increased  ability 
to  produce  a  greater  volume  of  goods  and  services.  Automatic  revisions  in  the 
benefit  amounts,  as  well  as  in  the  earnings'  tests  and  the  tax  base,  could  be 
geared  either  to  the  growth  in  the  levels  of  per-capita  incomes  or  else  to  changes 
in  average  wages  and  salaries  in  the  United  States.  Either  of  these  global  meas- 
ures geared  to  the  operation  of  the  economy  at  large  (rather  than  to  its  taxable 
sector  for  social  insurance  purposes)  can  be  relied  upon  for  appropriate  correc- 
tions in  the  future.  Of  course,  the  application  of  such  adjustments  to  the  benefit 
structure  presently  contained  in  the  law  would  not  help  to  correct  its  basic 
inadequacies. 

The  greatest  recent  advance  in  the  social  security  field  was  the  enactment  of 
Medicare  and  Medicaid  provisions.  Unfortunately,  these  programs  fail  to  meet 
the  costs  senior  citizens  have  to  bear  as  a  result  of  ill-health  that  plagues  many  of 
them.  In  the  few  years  since  the  enactment  of  this  program,  charges  for  deducti- 
bles, co-insurance  and  premiums  for  medical  insurance  have  been  increased  and 
further  raises  are  in  the  offing,  thus  preventing  many  oldsters  from  getting  the 
care  they  well  deserve  and  badly  need.  Another  deterrent  to  proper  care  is  the 
high  cost  of  prescribed  medicines  that  retirees  cannot  afford  to  purchase.  Some 
of  them  are  also  burdened  by  the  fact  that  their  dependents,  if  under  65,  are 
not  safeguarded.  Hopefully,  the  Congress  will  seek  to  plug  important  loopholes 
in  the  law  by  eliminating  co-insurance  an  deductible  charges,  by  providing 
prescription  drugs  at  a  minimum  cost  to  the  retiree,  by  taking  care  of  the 
dependents  of  retired  persons  irrespective  of  their  age,  and  by  reforming  the 
method  of  financing  of  medical  insurance  by  spreading  it  over  the  work  period 
of  persons  covered  by  the  social  security  system  and  by  increasing  supplementary 
financing  by  the  Federal  government  out  of  general  revenue.  In  all  this,  urgent 
consideration  should  be  given  to  the  provision  in  the  Gilbert  bill  which  extends 
Medicare  coverage  to  persons  who  draw  Social  Security  disability  benefits.  Their 
plight  is  even  more  serious  than  that  of  the  retirees  with  regard  to  medical  and 
hospital  costs  and  demands  relief. 

Future  financing  of  increased  and  extended  social  security  and  Medicare  benefits 
calls  for  greater  participation  by  the  Federal  government  out  of  its  general 
revenues.  This  would  ease  the  unfair  burdens  now  placed  on  persons  in  the  lower 
wage  and  salary  brackets  and  help  to  minimize  the  regressive  effect  of  present 
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financing  methods.  At  the  same  time,  it  is  essential  to  raise  substantially  the 
existing  ceiling  on  the  amount  of  taxable  earnings  to  bring  it  more  into  line  with 
existing  wages  and  salary  patterns  in  order  to  assure  maximum  protection  for 
persons  covered  by  the  system.  As  previously  noted,  provision  should  be  made  for 
automatic  adjustment  of  the  maximum  taxable  level  on  the  basis  of  changes  either 
in  per-capita  personal  incomes  or  average  wages.  Hopefully,  the  final  goal  is  to 
assure  equal  participation  of  employers,  employees  and  the  Federal  government 
to  provide  the  needed  funds. 

We  have  not  attempted  to  cover  every  point  of  the  needed  changes  in  social 
security,  public  welfare  and  related  legislation.  To  this  extent,  we  want  to  reiter- 
ate our  backing  for  the  recommendations  provided  in  the  course  of  testimony 
on  behalf  of  the  AFL-CIO.  We  strongly  urge  the  committee  to  give  them  its  full 
consideration  and  support. 


Transport  Workers  Union  of  America — Resolution  No=  6,  Social  Security 

Whereas  the  Transport  Workers  Union  of  America,  AFL-CIO  since  its  begin- 
ning 35  years  ago  has  been  forcefully  concerned  with  the  welfare  of  older  workers 
and  as  trade  unionists  believe  that  retirement  should  bring  security  and  dignity 
instead  of  poverty  and  fear,  and 

Whereas  despite  the  13-percent  across-the-board  increase  in  benefits  in  1967 
and  extensive  Medicare  benefits  in  1965,  there  are  some  5  million  persons  of  our 
early  20  million  aged  considered  poor  by  government  poverty  standards,  earning 
an  average  of  $1,176  for  an  individual  and  $1,980  for  a  couple,  and  another  5.5 
million  kept  out  of  poverty  only  through  old  age  benefits  and  still  others  becoming 
poor  only  after  they  retire  without  union-won  pensions,  and 

Whereas  the  retirement  income  gap  between  the  old  and  the  young  is  worsening 
every  year  and  vast  numbers  of  today's  wage  earners  face  a  grim  prospect  when 
they  reach  retirement  age,  and 

Whereas  previous  benefit  increases  failed  to  restore  purchasing  power  lost 
during  recent  years  and  the  elderly  after  contributing  so  much  in  their  labor  to 
our  national  welfare  have  been  denied  the  opportunity  to  enjoy  the  higher 
standard  of  living  enjoyed  by  younger  Americans,  and 

Whereas  the  United  States  according  to  the  International  Labor  Organization, 
ranks  below  every  free  nation  in  Europe  in  the  percentage  of  national  income 
devoted  to  social  benefits,  and 

Whereas  reduced,  meager  benefits  make  it  extremely  difficult  for  workers  to 
retire  early  at  age  62,  averaging  about  $87  monthly,  and 

Whereas  the  sharp  inadequacies  that  exist  for  the  elderly  and  their  surviving 
widows  and  orphans  also  apply  to  the  disabled  who  before  they  can  receive 
benefits  must  be  totally  incapacitated  for  at  least  seven  months  in  a  disability 
that  is  expected  to  last  at  least  12  months  or  to  death,  and 

Whereas  correction  of  this  injustice  must  be  made  so  that  older  workers  would 
be  allowed  to  receive  disability  benefits  after  one  month  without  regard  to  its 
expected  duration,  and 

Whereas  many  of  the  younger  workers  who  retire  early  because  of  physical 
ailments  find  it  impossible  to  find  other  work  because  of  discriminating  hiring 
policies,  and 

Whereas  we  are  duly  concerned  about  rising  medical  costs  and  realizing  that 
the  improvements  in  Medicare  in  1965  served  only  as  a  breakthrough,  meeting 
only  about  50  percent  of  the  cost  of  medical  and  hospital  care  of  the  elderly, 
and 

Whereas  the  proposed  7  percent  increase  requested  by  President  Nixon  is  only 
a  pitiful  token,  and 

Whereas  the  Social  Security  program  represents  the  struggle  of  man  for  a 
better  life  in  his  declining  years  making  a  substantial  increase  in  benefits,  early 
retirement  without  "actuarial"  reductions,  and  a  revision  of  disability  definition 
and  benefits  urgently  needed,  and 

Whereas  as  trade  unionists,  we  in  the  Transport  Workers  Union  continue  to 
fight  for  a  decent  living  for  active  wage  earners  and  acknowledging  that  we  have 
a  long  way  to  go  to  free  the  older  workers  from  the  dread  of  poverty  and  that 
previous  benefit  increases  are  only  a  down  payment,  now  therefore  be  it 

Resolved  that  delegates  duly  assembled  at  this  13th  Constitutional  Convention 
of  the  Transport  Workers  Union  of  America,  AFL-CIO,  strongly  urge  members 
of  Congress  to  further  amend  the  Social  Security  Act  to  provide : 

1.  As  soon  as  possible  a  50  percent  increase  in  benefits  to  allow  retirees  to  live 
in  dignity  and  comfort  with  benefit  levels  periodically  adjusted  not  only  to  keep 
pace  with  the  cost  of  living  but  with  increases  in  standard  of  living  enjoyed  by 
active  workers. 
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2.  Medicare  to  cover  costs  of  prescription  drugs,  eye  examinations  and  all  other 
essential  health  needs  of  the  elderly  now  excluded ;  the  $4  monthly  deduction  for 
voluntary  plan  and  limitations  on  the  amount  and  duration  of  care  should  be 
eliminated  along  with  coinsurance  and  deductibles  which  are  financial  barriers 
between  the  elderly  and  needed  health  care ;  the  efficient  coordination  of  hos- 
pitalization (Part  A)  and  voluntary  supplementary  medical  insurance  (Part  B) 
should  be  made  in  a  single,  fully  financed  program. 

3.  A  realistic  and  flexible  zone  of  retirement  between  60  and  65  to  facilitate 
coordination  with  private  pension  arrangements  and  allow  older  workers  more 
rational  choices  in  their  retirement  decisions. 

4.  A  less  stringent  definition  of  "disability"  to  permit  older  workers  to  receive 
benefits  if  their  impairment  barred  them  from  their  regular  occupation ;  permit 
disabled  to  be  paid  for  total  disability  that  lasts  one  month  regardless  of  dura- 
tion ;  extend  Medicare  coverage  to  all  disabled. 

5.  The  cost  of  future  Social  Security  improvements  to  be  paid  for  in  part  by 
general  revenue  contributions  to  the  Social  Security  Trust  Fund,  and  be  it  further 

Resolved  that  in  keeping  with  TWU's  historic  position  for  improving  the  wel- 
fare of  older  workers,  the  International  and  Local  Unions  wage  an  all-out  cam- 
paign to  secure  these  goals  through  Congressional  Action,  and  be  it  finally 

Resolved  that  copies  of  this  resolution  be  brought  to  the  attention  of  President 
Nixon  and  to  the  Chairmen  of  the  Senate  Labor  and  Public  Welfare  and  the 
House  Ways  and  Means  Committees  which  will  consider  legislation  to  raise 
Social  Security  Benefits. 

Statement  of  Walter  J.  Sheerin,  Coordinator  of  the  New  York  City  Central 
Labor  Council  AFL-CIO  and  Executive  Director  of  the  New  York  Labor- 
Management  Council  of  Health  and  Welfare  Plans,  Inc. 

Mr.  Chairman,  the  need  for  increasing  the  general  benefits  of  the  social  security 
system  is  long  overdue.  The  level  of  benefits  provided  do  not  meet  the  financial 
requirements  of  the  present  inflationary  period.  More  than  half  of  the  beneficiaries 
of  social  security  have  no  other  source  of  income  and  most  of  the  other  half  have 
very  little  extra  income  from  other  sources. 

Almost  one  million  elderly  who  live  in  New  York  City  are  in  dire  need.  They 
are  in  a  vicious  bind,  between  skyrocketing  cost  of  living  and  inadequate  fixed 
income. 

income  benefits 

The  administration's  proposal  of  only  a  10%  increase  in  social  security  benefits 
indicates  a  lack  of  real  understanding  of  the  desperate  financial  plight  of  our 
elderly  citizens.  The  13%  increase  in  social  security  benefits  last  year  was  far 
below  satisfying  the  financial  needs  of  the  elderly  at  that  time.  The  cost  of  living 
spiral  has  since  wiped  out  even  that  small  increase  in  benefits. 

Recommendations : 

1.  A  50%  increase  in  social  security  income  benefits  is  an  urgent  need.  This 
could  be  accomplished  over  a  period  of  two  years,  by  1972. 

2.  A  cost  of  living  clause  should  be  added  to  the  Act. 

3.  A  "standard  of  living  improvement  factor"  would  properly  round  out  the 
benefits  for  the  future. 

4.  Worker's  retirement  benefits  at  age  62  should  be  increased  to  85%  of  the 
final  benefit  at  age  65. 

5.  Increase  widow's  benefit  to  100%  of  spouse  grant. 

6.  Disability  provision  be  amended  to : 

A.  Reduce  waiting  period  from  6  to  3  months. 

B.  Eliminate  requirement  that  disability  must  be  expected  to  last  12 
months  or  death. 

7.  Increase  death  benefit  to  $500. 

The  future  role  of  America's  social  security  system  is  now  coming  into  sharper 
focus. 

The  amendments  of  1967  and  1968  were  long  overdue.  They  were  a  partial 
catch  up  in  a  program  which  had  fallen  behind  in  providing  a  decent  standard 
of  living  for  its  beneficiaries. 

Attention  must  now  be  turned  to  the  major  problem  of  achieving  a  first  rate 
social  security  system. 

The  urgent  need  for  adequate  income,  more  comprehensive  Medicare  coverage 
and  provision  for  flexible  arrangements  for  earlier  retirement  must  no  longer  be 
put  off  and  calls  for  immediate  action. 
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Social  security  and  related  pension  benefits  should,  most  certainly,  be  auto- 
matically moved  upward  in  direct  relation  to  increases  in  the  cost-of-living. 
But,  first,  let  us  realize  that  the  present  floor  does  not  reflect  today's  level  of 
decency.  After  the  basic  benefit  is  adjusted  to  an  adequate  level  for  today  then 
it  would  be  logical  and  desirable  to  build  from  there  in  cost-of-living  terms. 
There  is,  however,  one  other  factor  which  must  be  taken  into  account.  This  factor 
is  that  from  year  to  year,  as  productivity  increases  and  our  overall  expectations 
for  higher  living  standards  rise,  the  aged  and  others  receiving  a  fixed  social 
security  income  benefit  have  a  right  to  expect  an  improvement  in  their  standard 
of  living.  We,  therefore,  not  only  must  first  adjust  the  base  benefit  to  present  day 
requirements  but  we  must  build  into  the  formula  for  cost-of-living  increases  an 
overall  standard-of -living  improvement  factor. 

There  are  issues  now  before  this  Committee  which  deal  with  social  policy 
questions  other  than  health  care.  I  wish  to  comment  on  these  quite  briefly  as  I 
appreciate  other  representatives  of  labor  will  testify  in  greater  detail. 

president's  welfare  proposals 

It  is  encouraging  that  this  Committee  will  be  studying  ways  to  rework  our  long 
outmoded  welfare  system — or,  may  I  use  a  phrase  commonly  used  in  connection 
with  health  by  saying  our  welf  are  nonsystem? 

After  more  than  thirty  years  of  grants-in-aid  it  is  quite  obvious  the  States 
cannot  finance  or  properly  administer  an  income  maintenance  program  for  the 
needy.  They  were  not  delegated  responsibility  for  administration  of  the  social 
insurance  program,  for  the  same  reasons  they  have  demonstrated  they  cannot 
cope  with  welfare.  Welfare  must  be  assumed  as  a  Federal  responsibility.  In  this 
day  and  age  it  is  time  to  assure  adequate  income  for  a  decent  standard  of  living 
for  all  people  who  face  the  hazards  of  unemployment,  under  employment  or  un- 
employability — the  last  groups  including  mothers  who  should  stay  home  with 
their  children,  the  disabled  and  the  chronically  ill.  We  must  erase  from  the  pages 
of  social  security  law  the  indignity  of  a  "means  test".  People  must  not  be  forced 
to  become  paupers  before  being  given  income  maintenance  assistance. 

MEDICARE  AND  MEDICAID 

Among  the  most  important  questions  confronting  this  Committee,  and  the 
American  people,  is  why  the  escalating  costs  of  health  care  and  what  must  we 
do  to  more  fully  meet  the  public  purposes  intended  when  Title  XVIII,  Medicare, 
and  Title  XIX,  Medicaid,  were  enacted.  There  is  no  need  to  document  for  this 
Committee  the  rise  in  health  care  costs  or  to  report  the  failure  of  both  Medicare 
and  Medicaid  to  realize  the  social  policy  goals  Congress  recognized  when  this  legis- 
lation was  passed.  There  is,  however,  an  additional  dimension  to  this  matrix  of 
interrelated  problems  which  demands  Congressional  attention — and  will  increas- 
ingly demand  such  attention  until  appropriate  action  is  taken  by  the  Congress. 

The  dimension  to  which  I  am  making  reference  is  the  hard  fact — the  ines- 
capable fact — that  not  only  can  the  aged  not  finance  the  health  care  they  need, 
but  now  most  of  the  gainfully  employed  workers  in  this  country  cannot  from  their 
own  financial  resources  pay  for  the  health  care  they  need.  The  problem  of  financ- 
ing health  care  is  no  longer  limited  to  the  low  income  and  non-wage  population 
groups.  Health  care  financing,  and  the  availability  of  health  care,  is  an  acute 
problem  faced  by  every  workingman's  family  in  America  when  any  major  illness 
strikes.  And,  today,  in  economic  terms,  almost  any  item  of  health  care  is  a  major 
expense.  Even  maternity  care  demands  a  higher  proportion  of  the  worker's  dis- 
posable income  than  was  true  five  to  ten  years  ago.  Heart  disease  and  cancer, 
for  example,  will  too  often  exhaust  all  resources  of  most  gainfully  employed 
people. 

Labor  is  compelled  by  an  urgent  and  demanding  necessity  to  bring  before  this 
Committee,  and  before  Congress,  as  forcefully  as  possible,  the  need  for  a  national 
system  of  financing  health  care  for  all  people.  We  must  be  realistic  about  the 
character  of  the  need  for  a  national  system  of  financing — realistic  about  the  level 
of  protection  against  the  hazard  of  health  care  which  must  be  provided.  In  health 
care  we  cannot  think  in  terms  of  minimum  benefits.  Benefits  which  do  not  cover 
the  full  costs  of  physician  services  are  only  an  invitation  for  him  to  charge  over 
and  above  benefits  available,  whatever  amount  he  thinks  the  traffic  will  bear. 

In  this  period  of  inflation  whatever  economic  gains  can  be  won  by  labor  must 
go  into  the  pay  envelope.  The  continuous  rise  in  the  costs  of  voluntary  health 
insurance  could  alone  absorb  a  major  proportion  of  economic  gains  won  in  col- 
lective bargaining.  Increases  in  the  cost  of  voluntary  health  insurance  are  very 
largely  hidden  from  public  view  because  a  high  percentage  of  this  business  is 
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experience-rated.  Only  the  employer,  his  employees  and  the  insurance  company 
know  how  steep  the  rise  has  been  over  the  past  few  years — and  now  it  appears 
these  increases  will  continue.  Labor  acting  alone,  and  management  acting  alone, 
cannot  slow  the  rate  of  price  increases  for  health  care.  This  is  the  federal  govern- 
ment's responsibility — which  it  must  not  continue  to  shirk. 

The  increase  in  price  is  tragic.  But  just  as  tragic  is  the  small  amount  of  pro- 
tection against  health  care  costs  which  is  provided  by  voluntary  health  insur- 
ance. Blue  Cross  and  Blue  Shield  not  uncommonly  is  costing  $275  to  $300  per 
year,  per  family.  For  this  money  the  family  will  have,  on  the  average,  only  about 
one-third  ( % )  of  their  health  care  costs  incurred  covered  by  insurance.  This  low 
benefit  level  is  of  too  little  help,  in  too  many  instances,  to  permit  the  worker  and 
his  family  to  obtain  care  in  the  private  health  care  sector.  The  physician  benefits 
more  than  the  patient.  There  is  no  practical  possibility  that  the  worker  or  his 
employer  can  increase  present  allocations  for  health  care. 

The  meaning  of  these  observations  are  clear — not  only  are  general  revenue 
funds  required  but  action  on  the  part  of  the  Federal  government  is  required  to 
obtain  an  efficient  production  of  health  services.  State  by  State  and  community 
by  community,  efforts  to  control  health  care  costs  are  futile  when  the  single 
largest  source  of  funds  now  being  spent  for  hospital  and  certain  other  health 
services  is  the  Federal  government.  The  pattern  of  payment  and  the  principles 
underlying  the  amounts  paid  the  provider  of  health  services  have  been  established 
by  Title  XVIII  of  the  Social  Security  Act.  I  submit  for  your  consideration  and 
study  the  fact  that  we  are  firmly  convinced  that  selected  provisions  under  the 
Medicare  program  are  a  major  reason  for  the  rise  in  health  care  costs  since  1966 
and  for  the  fact  that  there  has  been  little  increase  in  the  productivity  of  the 
health  industry  over  the  past  few  years.  This  is  a  strong  statement  which  I 
believe  your  Committee  will  agree  can  be  supported  by  the  facts. 

At  the  time  Medicare  was  enacted  very  considerable  progress  was  evident 
across  the  country  in  building  medical  services  into  the  hospital  structure.  There 
was  progress  in  moving  away  from  fee-for-service  and  toward  more  economical 
and  more  effective  methods  in  paying  for  physician  services.  Doctors  on  a  salary 
were  beginning  to  function  as  an  integral  part  of  an  integrated  and  comprehen- 
sive health  care  system.  This  was  true  for  in-hospital  care  where  a  single  per 
diem  payment  included  the  costs  of  all  services  provided.  Many  hospitals  were 
already  moving  into  ambulatory  care  programs — some  even  decentralized  into 
the  neighborhoods  where  patients  live — and  other  types  of  services  which  reduced 
the  need  for  expensive  inhospital  care.  The  Federal  Act's  requirement  that  all 
physician  services  be  paid  on  both  a  fee-for-service  and  on  a  reasonable  and 
customary  fee  basis  not  only  stopped  innovations  for  more  effective  and  more 
economical  methods  of  paying  for  and  providing  health  care  but  actually  reversed 
the  then  existing  trends  in  that  direction. 

When  the  States  established  Medicaid  they  were  forced  to  abandon  their  gen- 
erally prevailing  plans  for  care  of  the  needy  and  follow  the  precedents  established 
by  Medicare.  This  raised  the  costs  of  Medicaid.  It  did  not  improve  quality  or 
economy.  In  some  States  the  Medicare  pattern  of  voluntary  insurance  agencies 
being  the  agent  of  the  government  for  determining  reasonable  fees  paid  physicians 
was  adopted  for  Medicaid  as  well  as  Medicare.  Under  the  hospital  benefit  provi- 
sions of  Medicare  the  hospitals  designated  the  voluntary  insurance  agency  to  act 
for  them  and  for  the  government  as  a  conduit  for  channeling  Federal  funds  to 
hospitals.  It  is  little  wonder  these  same  agencies  sought  the  same  arrangement 
under  the  State  Medicaid  programs.  This  middleman — as  fiscal  agent — has  quite 
obviously  not  been  acting  on  behalf  of  the  general  public  interest. 

It  may  not  be  this  Congress  which  will  take  the  next  steps  toward  a  universal 
and  nationwide  system  of  financing  health  care.  But  when  this  step  is  taken — 
which  will  be  sooner  than  most  of  now  admit — we  must  correct  mistakes  made 
-  under  Medicare  and  Medicaid.  The  agency  with  responsibility  for  payments  to 
providers  of  services  must  be  a  truly  public  agency  responsible  only  to  public 
officials.  There  must  not  be  a  line  of  demarcation  between  hospital  benefits,  on 
J  one  hand,  and  medical  benefits,  on  the  other  hand.  Health  care  is  a  single,  though 
complex,  package.  Physicians  cannot  be  segregated  for  preferential  treatment 
under  any  publicly  financed  health  benefit  program.  Public  responsibility  for 
proper  use  of  tax  funds  cannot  be  delegated  to  a  non-governmental  agency. 
I  Recommendations: 

1.  Eliminate  supplementary  medical  insurance  premiums  and  provide  hospital 
and  medical  coverage,  financed  by  the  employee — employer  and  government 
payments. 

2.  Discontinue  coinsurance  and  deductible  clauses. 

3.  Extend  coverage  by  Medicare  to  include  out  of  hospital  prescription  drugs. 
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4.  Medicare  be  made  available  for  the  disabled. 

5.  Establish  a  Health  Cost  Control  Commission  in  the  Department  of  Health, 
Education  and  Welfare,  to  contain  hospital  and  medical  costs. 

6.  Increase  payments  for  Medicaid  to  States  that  have  health  cost  control  laws 
to  protect  the  public  interest. 

7.  Establish  a  National  Universal  Health  Insurance  System,  tripartite  financed. 
Thank  you  Mr.  Chairman,  for  the  oportunity  to  present  the  views  of  our  Coun- 
cils to  this  Committee. 


Statement  of  Nathan  T.  Wolkomir,  President,  National  Federation  op 

Federal  Employees 

Mr.  Chairman  and  Members  of  the  Committee,  my  name  is  Nathan  T.  Wolkomir. 
I  am  President  of  the  National  Federation  of  Federal  Employees.  We  have  mem- 
bers in  virtually  all  departments  and  agencies  of  the  Federal  Government  and  for 
over  50  years  we  have  supported  constructive  legislation  for  Federal  employees. 

The  National  Federation  of  Federal  Employees  thanks  the  Committee  for 
affording  us  the  opportunity  to  submit  our  views  on  the  matter  of  optional  social 
security  coverage  for  Federal  employees.  During  this  session  and  in  the  past 
sessions  of  Congress  many  bills  have  been  introduced  on  this  matter.  During  this 
session  the  following  bills  were  introduced :  H.R.  200,  285,  615,  1259,  2677.  2746, 
5566,  6192,  6275,  8636,  8937,  9300,  10714,  10959,  11052,  11064,  11080,  11714,  11761, 
12624,  12633,  12975,  and  13211.  Bills  on  the  subject  have  been  introduced  in  this 
session  by  distinguished  members  of  this  Committee,  namely  Congressman  Jacob 
H.  Gilber  (N.Y.)  H.R.  2677.  Congressman  Joel  T.  Broyhill  (Va.)  H.R.  2746, 
Congressman  Daniel  Rostenkowski  ( 111. )  HR  6275,  Congressman  Charles  A  Vanik 
(Ohio)  H.R.  11052,  and  Congressman  William  J.  Green  (Pa.)  H.R.  11714.  The 
NFFE  strongly  favors  and  supports  legislation  having  for  its  object  the  granting 
of  optional  social  security  coverage  for  Federal  employees. 

The  Social  Security  System  does  not  generally  cover  Government  employees 
although  certain  state,  county  and  municipal  employees  are  given  social  security 
coverage  and  this  is  also  true  of  employees  working  in  Federal  Reserve  Banks 
and  in  Federal  Credit  Unions.  Likewise  if  a  member  of  the  uniformed  services  of 
the  United  States  performed  active  duty  in  1957  and  thereafter  his  military 
service  counts  toward  social  security  protection  for  him.  Social  security  credits 
may  be  also  given  under  certain  circumstances  for  active  duty  performed  after 
September  15,  1940  and  before  1957.  It  is  discriminatory  not  to  permit  all  Federal 
employees  to  elect  social  security  coverage  when  the  above-mentioned  groups 
of  individuals  are  covered  under  the  Social  Security  System.  In  each  of  the  1 
situations  mentioned  above  the  individuals  also  are  covered  under  other  pension 
systems. 

In  our  daily  contacts  with  our  members  throughout  the  country,  we  find  a 
very  deep  interest  in  optional  social  security  coverage  for  Federal  employees. 
Indeed,  we  know  of  few  employment  issues  of  greater  interest  to  Federal  workers  I 
and  their  families  than  this.  They  feel  that  a  Federal  employee  should  be  allowed  I 
to  elect  social  security  coverage  if  he  so  desires.  Federal  employees  can  see  no? 
sound  reason  for  denying  them  such  coverage.  Employees  in  the  private  sector 
have  social  security  coverage  and  company  pension  plans  which  provide  them  with  i 
retirement  benefits.  Why  not  the  Federal  employee?  The  Federal  employees  are  the 
largest  group  of  employees,  in  fact  the  only  large  group,  without  social  security 
coverage. 

Mr.  Chairman,  in  addition  to  these  daily  contacts  with  our  members  in  which  i 
their  interest  in  this  matter  is  so  manifest,  this  widespread  interest  and  concern 
also  has  revealed  itself  in  very  concrete  form  in  resolutions  adopted  by  our  Locals 
and  then  introduced  at  our  national  conventions. 

For  many  years,  such  resolutions  have  been  introduced  in  large  and  growing  ! 
numbers.  For  example,  at  our  last  national  convention,  held  in  St.  Louis,  Missouri,  j 
in  September  1968,  there  were  over  25  resolutions  on  this  one  subject  alone,  alljj 
urging  optional  Social  Security  coverage  for  Federal  employees. 

For  the  information  of  the  Committee,  and  for  the  record,  I  am  attaching  to 
this  Testimony,  as  Exhibit  A,  the  text  of  the  master  resolution  (No.  180)  dealing ; 
with  this  issue  which  was  unanimously  adopted  by  that  convention.  It  will  be 
noted  that  this  resolution  cites  the  rationale  and  the  precedents  for  such  action,! 
proposes  joint  employee-Government  contributions,  and  recommends  that  the  twoj 
systems  be  maintained  separate  and  distinct  throughout. 

The  NFFE  urges  the  enactment  of  legislation  to  provide  optional  social  security 
coverage  for  Federal  employees  separate  and  apart  from  the  Civil  Service  Retire- 
ment System.  We  would  like  to  stress  this  point  of  keeping  the  Social  Security  I 
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and  Civil  Service  Retirement  Systems  separate  and  apart  and  without  merger 
or  interrelation  between  the  two  Systems.  Our  organization  sponsored  and 
secured  enactment  of  the  original  Sterling-Lehlbach  Retirement  Law  passed  in 
1920  and  has  worked  unremittingly  for  improvement  in  the  Civil  Service  Retire- 
ment System  since  that  time. 

Under  the  legislation  proposed  in  various  bills  Federal  employees  would  be 
permitted  to  elect  social  security  coverage.  The  social  security  contribution  or  tax 
from  the  Federal  employee's  salary  would  not  be  matched  by  the  Federal  Govern- 
ment. The  Federal  department  or  agency  would  simply  withhold  this  contribu- 
tion or  tax  from  the  employee's  salary.  The  coverage  would  be  at  no  cost  to  the 
Government.  While  the  NFFE  would  go  along  with  such  provision  we  would 
prefer  that  the  employee  and  the  Federal  Government  contribute  to  the  coverage. 
In  other  words,  we  would  not  like  to  see  the  employee  carry  the  total  load  of  the 
contribution  or  tax. 

Mr.  Chairman  and  Members  of  the  Committee,  on  behalf  of  the  National  Federa- 
tion of  Federal  Employees,  I  wish  to  express  our  appreciation  for  your  very  active 
and  constructive  interest  with  this  and  other  related  matters  pertaining  to  the 
Social  Security  System.  It  is  our  hope  that  legislative  actions  on  optional  social 
security  coverage  for  Federal  employees  will  be  forthcoming  soon.  Many  Federal 
retirees  not  only  live  on  less  than  subsistence  incomes  but  resort  to  food-stamp 
programs  to  survive.  Present  Federal  employees  who  will  be  future  retirees  should 
not  have  to  look  forward  to  this  kind  of  an  existence.  They  should  be  allowed  to 
elect  during  their  working  careers  optional  social  security  coverage  to  supplement 
their  civil  service  annuities. 

Again,  Mr.  Chairman,  I  express  my  thanks  to  you  and  to  the  members  of  the 
Committee  for  the  opportunity  to  state  the  views  of  the  National  Federation  of 
Federal  Employees. 

Exhibit  "A"  Attached  To  Testimony  of  Nathan  T.  Wolkomir,  President,  National 
Federation  of  Federal  Employees,  before  the  Ways  and  Means  Committee  on  bills 
relating  to  optional  Social  Security  coverage  for  Federal  employees,  November 
1969. 

TEXT  OF  MASTER  RESOLUTION  ON  OPTIONAL  SOCIAL  SECURITY  COVERAGE  FOR  FEDERAL 
EMPLOYEES,  ADOPTED  UNANIMOUSLY  BY  NFFE  NATIONAL  CONVENTION,  ST.  LOUIS,  MO., 
SEPTEMBER  19  68 

Resolution  180,  optional  social  security  coverage 

Whereas,  Under  the  Federal  Retirement  System,  most  employees  upon  retire- 
ment, or  employee  survivors,  will  receive  an  annuity  inadequate  for  their  needs ; 
and 

Whereas,  Private  enterprise  retirement  programs  are  in  addition  to  Social 
Security  coverage  and  many  city  and  state  governments  have,  in  addition  to  their 
retirement  program,  made  available  optionally  the  benefits  of  Social  Security; 
and 

Whereas,  Military  personnel  enjoy  the  privilege  of  joint  participation  in  their 
retirement  system  and  the  Social  Security  System ;  therefore  be  it 

Resolved,  That  the  NFFE  continue  to  sponsor  legislation  to  provide  Federal 
employees  the  option  of  full  coverage  under  the  Social  Security  System,  in  addition 
to  and  separated  from  the  Federal  Retirement  System,  by  joint  contributions  by 
employee  and  the  Government. 


Statement  of  the  National  Conference  of  Public  Employee  Retirement 

Systems 

The  National  Conference  of  Public  Employee  Retirement  Systems  represents 
about  200  organizations  including  state,  school,  and  municipal  public  employee 
retirement  systems,  and  their  affiliated  organizations.  The  total  number  of  indi- 
vidual members  of  organizations  represented  by  the  Conference  is  approximately 
4,000,000. 

The  Conference  urges  that  the  Retiremnt  Income  Tax  Credit  (IRC.  Sec.  37) 
be  brought  up  to  date  by  increasing  the  present  base  ($1524),  so  that  the  Credit 
may  again  provide  tax  equity  among  the  retired.  Providing  such  equity  is  the 
purpose  for  the  Credit,  but  since  it  has  not  been  up-dated  since  1962,  it  is  not 
achieving  that  purpose. 

As  members  of  this  Committee  are  well  aware,  our  organizations  have  long 
supported  equitable  tax  treatment  for  the  retired.  In  1953  many  of  the  orga- 
nizations we  represent  supported  an  exemption  of  up  to  $1,500  of  retirement 


2608 


income.1  Instead  of  an  exemption,  the  Retirement  Income  Tax  Credit  was  enacted 
often  worked  for  its  improvement. 

in  1954.  We  supported  this  change  to  the  Retirement  Income  Tax  Credit  and  have 

The  purpose  of  the  Retirement  Income  Tax  Credit  is  to  provide  tax  equity  to 
those  public  employees  who  are  not  covered  by  Social  Security,  but  only  by  their 
local  or  state  public  employee  retirement  systems.  Employees  under  Social  Secu- 
rity pay  no  taxes  on  Social  Security  benefits.  Public  employees  pay  taxes  on 
benefits  from  their  retirement  systems.  It  is  this  inequity  among  retired  persons 
the  Retirement  Income  Tax  Credit  is  designed  to  reduce  or  eliminate. 

A  large  number  of  the  public  employees  we  represent — such  as  firefighters, 
policemen,  and  a  substantial  number  of  teachers — are  not  covered  by  Social 
Security.  It  is  estimated  that  about  400,000  to  500,000  retired  public  employees 
presently  use  the  Retirement  Income  Tax  Credit. 

At  present,  the  Tax  Credit  is  15%  of  $1524,  with  reductions  for  earned  income 
and  any  Social  Security  benefits  received. 

The  base  figure  ($1524)  is  the  key  to  maintaining  equity.  If  it  is  set  at  the 
average  maximum  payable  under  Social  Security  each  year,  the  result  will  be 
that  those  who  may  use  the  Tax  Credit  will  receive  about  the  same  tax  treatment 
as  those  who  receive  tax-free  Social  Security  benefits. 

At  present,  this  base  figure  is  too  low,  having  last  been  increased  in  1962.  The 
base  should  be  increased  to  at  least  $1,872  to  be  equal  to  the  average  maximum 
payable  under  Social  Security  today. 

We  respectfully  urge  the  Committee  to  take  action  this  year  to  up-date  the 
Retirement  Income  Tax  Credit  to  end  the  inequity  which  has  continued  to 
increase  since  1962. 

There  are  two  methods  to  restore  equity.  One  is  to  increase  the  present  Credit 
base  to  $1872.  The  other  method  is  to  provide  that  the  base  will  automatically 
increase  as  Social  Security  increases.  This  would  automatically  prevent  the  Tax 
Credit  from  falling  behind  each  time  Social  Security  increases. 

There  are  bills  before  you  which  propose  both  methods. 

Whichever  method  the  Committee  decides  to  adopt,  it  is  our  hope  that  the 
provision  will  be  included  either  in  the  Tax  Reform  Bill  or  the  Social  Security 
Bill,  whichever  moves  through  the  House-Senate  Conference  first. 

To  provide  tax  equity,  this  action  should  be  taken  this  year. 

Submitted  for  the  Conference  by, 

Jack  E.  Kennedy, 

President  and  Executive  Secretary  of  the 
Colorado  Public  Employees  Retirement  System. 


American  Federation  of  Government  Employees, 

Social  Security  Local  No.  1760, 
Elmhurst,  N.  Y.,  November  10, 1969. 
To  :  U.S.  House  of  Representatives,  Ways  and  Means  Committee. 
From :  Social  Security  Local  1760,  New  York,  American  Federation  of  Govern- 
ment Employees,  and  Veterans'  Administration  Local  1151,  New  York  regional 
office,  American  Federation  of  Government  Employees. 
Subject :  Revisions  in  the  social  security  system  dealing  with  social  security  cov- 
erage for  Federal  employees. 
The  subject  headings  in  this  statement  are:  (1)  The  integrity  of  the  United 
States  is  at  stake;  (2)  the  prestige  of  the  United  States  is  at  stake;  (3)  the  J 
Federal  employees  retirement  system  does  not  "allow"  retirement;  (4)  actuarial  ! 
soundness  of  H.R.  2677  and  related  bills;  (5)  citations;  (6)  summary  of  con-  j 
tents;  (7)  rebuttal  of  Department  of  Health,  Education,  and  Welfare  report  of 
January  1969  entitled,  "Relating  Social  Security  Protection  to  the  Federal  Civil,  j 
Service";  (8)  recommendations. 

1 

1.  THE  INTEGRITY  OF  THE  UNITED  STATES  IS  AT  STAKE 

The  world  looks  to  the  words  of  the  United  States  Congress  for  policy  and  then 
looks  at  its  actions  for  performance.  When  the  Congress  makes  pompous,  pious 
statements  of  policy  but  performance  shows  policy  doesn't  prevail,  its  promises 
are  deemed  worthless.  The  Communists  strive  to  thrive  on  this. 

The  congress  in  1962  said  the  Federal  employees  were  no  different  than  their  j 
counterparts  in  the  private  economy  and  should  receive  comparable  treatment 
in  pay.  The  keynote  was  recognition  of  the  principle  of  comparability.  We  ask  j 
for  no  more  than  comparability  in  the  field  of  retirement. 

1  H.R.  5180  introduced  by  Representative  Noah  Mason  in  the  1st  session  of  83rd  Con- 
gress and  referred  to  the  Committee  on  Ways  and  Means. 
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The  Report  of  the  Advisory  Council  on  Social  Security,  1965,  entitled  "The 
Status  of  the  Social  Security  Program  and  Recommendations  for  Its  Improve- 
ment" states,  at  page  74,  "To  the  extent,  feasible,  everyone  who  works  should  be 
covered  by  the  social  security  program."  To  this  we  say,  "Amen." 

2.   THE  PRESTIGE  OF  THE  UNITED  STATES  IS  AT  STAKE 

When  the  world's  greatest  country  says  that  it  refuses  to  distinguish  between 
its  role  as  a  sovereign  and  its  role  as  the  largest  employer  in  the  world's  largest 
democracy,  it  creates  confusion.  People  the  world  around  question  the  value  of 
the  solemn  promises  made  by  this  government  when  they  see  that  promises  made 
to  its  own  dedicated  citizens  who  are  its  servants  are  worthless.  Further,  the 
concept  of  the  sovereign  as  supreme  is  not  inviolate  in  this  democracy.  When  the 
sovereign  acts  in  ministerial  functions,  when  he  acts  outside  of  his  governmental 
status,  he  has  undertaken  to  be  treated  as  one  of  his  own  subjects.  He  has  done 
so  in  various  areas  but  let  us  restrict  ourselves  merely  to  his  role  as  employer. 
He  has  undertaken  to  make  contributions  to  a  health  plan,  to  life  insurance 
coverage,  and  yes,  even  to  a  retirement  system.  We  ask  that  it  treat  itself  as  it 
treats  all  employers.  As  an  employer  it  should  be  subject  to  all  rules  to  which 
other  employers  are  subject.  To  do  so  will  restore  its  prestige  as  an  honorable 
nation. 

The  Advisory  Council  on  Social  Security  in  its  1965  report,  "The  Status  of  the 
Social  Security  Program  and  Recommendations  for  Its  Improvement"  stated  at 
page  75 :  "Permitting  individual  voluntary  coverage  would  increase  program 
costs  and  give  those  allowed  such  coverage  an  unfair  advantage  over  workers 
who  are  covered  on  a  compulsory  basis."  Wouldn't  this  be  true  of  employers  if 
they  had  a  choice?  Isn't  it  true  of  our  employer  when  he  exercises  such  choice? 

3.    THE  FEDERAL  EMPLOYEES   RETIREMENT   SYSTEM   DOES   NOT   "ALLOW"  RETIREMENT 

We  can  anticipate  an  answer  to  our  charge  that  Civil  Service  Retirement  Sys- 
tem is  inadequate  not  only  in  the  area  of  survivor  benefits,  but  with  regard  to 
the  workers  own  retirement.  It  would  be,  "Go  to  the  Post  Office  and  Civil 
Service  Committee."  That  is  the  correct  answer.  However,  such  answer  does  not 
refute  the  argument  that  we  need  coverage.  Rather,  this  charge  rebuts  the  claim 
that  we  don't  need  coverage. 

In  a  report  dated  March  13,  1965,  and  entitled  "Social  Security  and  Federal 
Employment"  the  United  States  Civil  Service  Commission  and  the  Social 
Security  Administration  informed  the  Committee  on  Ways  and  Means  that 
federal  workers  had  no  need  for  Social  Security  coverage  in  addition  to 
their  Civil  Service  retirement  because  this  "would  result  in  large  increases  in 
the  benefits  of  many  career  employees ;  in  some  instances,  retirement  benefit 
amounts  would  exceed  the  employee's  pay."  We  weren't  aware  of  the  fact  that 
Social  Security  was  for  the  poor  only.  We  who  work  with  social  security  claims 
see  many,  many  cases  in  which  the  social  security  beneficiary  who  has  been 
industrious  and  fruitful  has  accumulated  over  a  lifetime  of  labor  a  substantial 
nest  egg  which  now  provides  dividends  and  interest.  We  don't  use  a  means  test 
for  these  people.  Also,  there  are  people  who  have  invested  in  private  annuities 
and,  on  retirement,  receive  the  full  benefits  of  their  social  security  investment  in 
addition  to  their  annuities.  Further,  among  federal  employees  there  are  those 
who  have  dual  coverage  because  they  switched  from  the  private  sector  to  public 
employment  after  they  earned  social  security  rights  or  who  were  "moonlighters," 
working  in  both  the  public  and  private  sectors  at  the  same  time.  These  people 
enjoy  the  fruits  of  their  labors.  Why  not  we?  As  is  quite  obvious,  the  federal 
employee  is  generally  underpaid  and  lags  behind  his  brother  in  the  private 
sector.  This  is  not  a  plea  for  a  raise  but  is  rather  to  point  out  that  we  cannot 
accumulate  the  nest  egg  to  provide  interest,  we  cannot  afford  to  purchase  annui- 
ties or  dividend  producing  investments. 

Based  on  figures  issued  by  the  Civil  Service  Commission  in  the  Report  for 
Fiscal  Year  Ended  June  30,  1967  of  the  Bureau  of  Retirement  and  Insurance,  the 
American  Federation  of  Government  Employees,  in  testimony  before  this  com- 
mittee on  February  28,  1969,  pointed  out  that  almost  104,000  federal  employees 
or  their  survivor  annuitants  receive  less  than  $50  per  month.  Just  under  280,000 
receive  less  than  $100  per  month.  Considerably  more  than  y2  million  receive  less 
than  $200  per  month.  Of  841,064  annuitants  (more  than  61%)  receive  less 
than  $2400  annual  from  the  Civil  Service  Retirement  rolls.  At  the  end  of  June 
1968  the  latest  report  showed  871,072  on  the  Civil  Service  Retirement  rolls. 
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Despite  the  cost-of-living  increases,  raises  in  salaries,  etc.  514,863  still  receive 
under  $200  per  month,  less  than  $2,400  per  year. 

In  the  Advisory  Council  Report  (referred  to  earlier)  on  page  75  is  written 
"Social  Security  was  designed  to  operate  under  a  benefit  structure  which  would 
protect  all  Americans  and  their  families  regardless  of  .  .  .  any  .  .  .  factor 
which  might  make  the  value  of  the  protection  high  in  relation  to  the  worker's 
own  contributions". 

We  point  out  that  with  the  Social  Security  Coverage  many  more  federal  em- 
ployees will  be  able  to  retire.  The  gap  between  an  inadequate  pension  which  pre- 
vents retirement  and  dual  coverage  which  would,  must  be  bridged.  To  do  so  will 
provide  greater  job  opportunities  in  the  federal  service.  It  will  provide  more 
promotions  and  reduce  turnover,  a  most  costly  item  in  the  federal  budget.  It 
will  provide  more  jobs  in  the  federal  service  and  it  will  provide  more  jobs 
in  the  private  economy  for  a  new  leisure  class.  Lest  you  believe  we  are  dreaming, 
let  us  point  to  just  one  indicator.  Please  compare  the  number  of  federal  em- 
ployees who  retired  in  1962  and  1966  when  Congress  gave  bonuses  for  retirement 
with  any  other  year.  The  figures  speak  for  themselves. 

4.  ACTUARIAL  SOUNDNESS  OF  H.B.  2677  AND  RELATED  BILLS 

We  could  quote  many  eminent  authorities  on  the  actuarial  soundness  of  this 
proposal.  We  are  certain  the  other  protagonists  of  this  bill  will  do  so.  We  will 
content  ourselves  with  just  one,  the  Chief  Actuary  of  the  Social  Security  Ad- 
ministration. In  a  speech  on  May  25,  1966  (then)  Congressman  Eugene  J.  Keogh 
(D.-N.Y.)  said,  "The  Chief  Actuary  of  the  Social  Security  Administration  testi- 
fied that  extension  of  social  security  coverage  to  the  1%  million  individuals 
who  receive  earnings  in  the  form  of  tips  by  payment  of  the  employee  share  of  the 
tax  was  an  actuarially  sound  solution  to  that  coverage  problem.  This  would  be 
equally  true  of  extension  of  coverage  to  Federal  employees  because,  they  are 
as  a  group,  generally  conceded  to  be  superior  risks  in  terms  of  insurance  actuarial 
considerations.  I  believe  the  majority  will  elect  coverage."  The  rationale  he  used 
to  persuade  the  Congress  to  amend  the  social  security  law  in  1965  to  extend 
coverage  to  those  earning  tips  cannot  be  less  persuasive  in  our  case.  Its  validity 
has  been  accepted  and  formed  the  basis  for  positive  Congressional  action  before. 
We  sincerely  pray  it  will  again. 

The  opponents  of  social  security  coverage  for  federal  employees  decry  our  re- 
quest that  it  be  initiated  on  an  optional  basis.  Although  we  would  prefer  that 
each  employee  choose  for  himself — as  was  done  when  the  insurance  program 
was  modified — we  would  compromise  on  using  the  term  "optional"  as  it  was 
used  in  previous  Social  Security  legislation.  In  the  lexicon  of  social  security 
legislation  it  means  that  groups  choose  (as  in  State  and  local  options).  It 
does  NOT  mean  that  each  person  choose  for  himself  alone.  Even  if  we  were  to 
assume  the  latter,  let  us  look  to  the  facts  and  see  if  the  options  would  be  exer- 
cised. If  you  will  look  to  the  statistics  of  the  life  insurance  plans  and  the  health 
insurance  plans,  you  will  see  that  the  number  who  selected  coverage  under  these 
plans  exceeded  the  highest  expectations.  And,  among  those  who  did  not  choose 
such  coverage,  there  were  many  who  already  had  such  coverage  by  virtue  of  a 
spouse's  coverage  either  in  or  out  of  federal  service.  Government  employees 
recognize  the  long  range  values  as  well  as  those  at  hand  and  generally  choose 
wisely  in  this  field.  The  actuarial  spread  can  almost  be  guaranteed. 

On  January  21,  1959  (then)  Congressman  Ludwig  Teller  (D.-N.Y.)  made  re- 
marks which  have  the  same  validity  today  when  he  said,  in  part,  "Two  million 
working  men  and  women  are  covered  under  social  security  and  also  under  a  State 
or  local  retirement  system.  And  over  2y2  million  service  men  are  accruing  credits 
toward  benefits  both  under  their  respective  military  retirement  systems  and 
under  social  security." 

"Here  is  the  confusing  story  of  the  patchwork  way  in  which  social  security 
affects  employees  of  Federal,  State,  and  local  governments  today.  It  begins  in 
1950  because,  prior  to  that  time,  no  Federal,  State  or  local  employees  received 
social  security  credit  on  the  basis  of  their  Government  service.  The  1950  amend- 
ments, however,  brought  in  approximately  100,000  Federal  employees  who  were 
not  included  in  a  Federal  retirement  system,  and  also  covered  employees  of  such 
Federal  instrumentalities  as  the  Federal  credit  unions,  the  Federal  Reserve 
banks,  national  banks,  national  farm-loan  associations,  and  other  instrumen- 
talities, even  though  they  might  have  a  retirement  system  of  their  own.  Similarly, 
coverage  was  authorized  in  1950  for  State  and  local  employees  who  were  not 
under  retirement  systems,  but  this  latter  exclusion  of  retirement-system  mem- 
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bers  was  removed  in  1954  so  that  almost  all  State  and  local  employees  are  now 
potentially  eligible  for  social  security  protection.  The  1954  amendments  also 
brought  in  some  150,000  employees  of  the  Federal  Government,  including  tem- 
porary employees  in  the  field  service  of  the  post  office,  and  temporary  census 
takers  of  the  Bureau  of  Census.  Finally,  in  1956,  coverage  was  extended  to  mem- 
bers of  the  Armed  Forces,  members  of  the  retirement  system  of  the  Tennessee 
Valley  Authority,  and  other  State  and  local  employees  under  retirement  sys- 
tems who  had  previously  been  excluded  by  various  technicalities  of  the  law." 

"The  method  of  adding  social  security  protection  on  top  without  change  in  the 
status  of  the  benefit  structure  of  an  employee's  existing  retirement  system  is  not 
at  all  unique.  The  great  majority  of  the  State  and  local  retirement  systems  which 
have  voted  to  come  under  social  security  have  done  so  in  just  this  manner.  Con- 
gress also  adopted  this  approach  when  it  extended  coverage  to  members  of  the 
Armed  Forces  under  the  Servicemen's  and  Veterans'  Survivor  Benefits  Act  of 
1956." 

"This  legislation  will  terminate  the  discriminatory  exclusions  from  social  se- 
curity— which  do  not  apply  to  workers  in  private  industry  or  to  employees  of 
State  and  local  government — and  give  all  federal  workers  the  opportunity  for 
social  security  coverage  even  though  they  are  under  another  retirement  system." 

5.  CITATIONS 

(Former)  Representative  Eugene  J.  Keogh  (D-N.Y.),  89th  Congress,  "Con- 
gressional Record"  of  May  25th,  1966  re  H.R.  15262;  (Former)  Representative 
Ludwig  Teller  (D-NY)  on  various  occasions  in  the  "Congressional  Records"  of 
the  85th  and  86th  Congresses ;  "The  Status  of  the  Social  Security  Program  and 
Recommendations  for  Its  Improvement,"  A  report  of  the  Advisory  Council  on 
Social  Security  pp  74  and  75  :  "Relating  Social  Security  Protection  to  the  Federal 
Civil  Service",  a  report  by  the  Department  of  Health,  Education  and  Welfare, 
January  1969 :  Statement  of  John  F.  Griner,  National  President,  American  Feder- 
ation of  Government  Employees,  dated  February  28,  1969  before  the  House 
Committee  on  Ways  and  Means ;  Report  for  Fiscal  Year  Ended  June  30,  1967, 
Civil  Service  Commission,  Bureau  of  Retirement  and  Insurance ;  Same  for  1968. 

6.   SUMMARY  OF  CONTENTS 

1.  The  integrity  of  the  United  States  is  at  stake — We  have  pointed  out  that  the 
world  is  looking  at  your  actions  to  see  if  they  follow  your  promises.  You  promised 
comparability  ;  produce  it  please. 

2.  The  prestige  of  the  United  States  is  at  stake — Here  we  pointed  out  that  the 
largest  democracy  is  undemocratic  and  discriminates  against  its  very  own.  The 
shabby  treatment  of  those  most  loyal,  of  those  who  give  life  and  breath  to  the 
nation,  demeans  this  government. 

3.  The  Federal  employees  retirement  system  does  not  "allow"  retirement — ■ 
Here  we  discussed  the  economic  need  for  Social  Security  coverage.  We  pointed 
up  the  real  advantages  to  the  nation  to  permit  retirement  and  a  means  to  make 
it  effective. 

4.  Actuarial  Soundness — In  this  area  we  pointed  out  that  the  Chief  Actuary's 
rationale  in  the  case  of  tips  was  just  as  telling  in  our  case.  We  also  indicate  that 
the  "Selective  risk"  concept  was  a  bugaboo  which  experience  did  not  support. 

7.  REBUTTAL  OF  THE  DEPARTMENT  OF  HEALTH  EDUCATION  AND  WELFARE  REPORT  OF 
JANUARY,  1969  ENTITLED  "RELATING  SOCIAL  SECURITY  PROTECTION  TO  THE  FEDERAL 
CIVIL  SERVICE." 

On  page  2  of  the  covering  letter  Commissioner  Robert  M.  Ball  objects  to  volun- 
tary coverage.  He  says,  "The  increased  costs  to  the  Government  would  go  mainly 
toward  substantially  increasing  the  benefits  of  those  employees  who  are  best 
able  to  afford  the  social  security  contributions  .  .  .  Further,  the  adverse  selection 
.  .  .  would  increase  the  cost  of  the  social  security  program  at  the  expense  of  other 
workers,  who  are  covered  ...  on  a  compulsory  basis." 

The  above  statement  is  not  justified  nor  is  it  supported  by  any  evidence  in  the 
report.  The  same  hue  and  cry  was  raised  when  state  and  local  government  em- 
ployees were  covered  by  Social  Security,  when  health  insurance  was  made  avail- 
able to  Federal  employees,  when  optional  life  insurance  was  made  available  to 
Federal  employees.  This  is  a  scare.  It  is  a  bogeyman. 
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On  page  3  of  the  report  is  a  circle  chart.  It  reveals  that  only  a  little  more  than 
%  of  the  Federal  personnel  are  without  Social  Security  coverage.  We  urge  your 
action  to  make  Social  Security  come  ''full  circle"- — coverage  for  all  Federal 
employees. 

The  report  goes  on  for  4  of  its  37  pages  speaking  of  employees  who  receive 
"substantial  civil  service  retirement  benefits  who  also  qualify  for  heavily 
weighted  social  security  benefits."  Of  whom  do  they  speak?  Do  they  refer  to  the 
1660  employee  annuitants  and  one  survivor  annuitants  who  receive  $1000  or  more 
a  month?  Certainly  they  do  not  talk  of  the  48,815  employee  and  survivor  annu- 
itants who  receive  less  than  $50  a  month.  Are  they  talking  about  the  40,288  who 
receive  $500  or  more  a  month  or  do  they  refer  to  the  514,863  who  receive  less 
than  $200  a  month?  Considering  that  there  are  only  871,072  you  can  see  that  60% 
of  the  retirees  and  survivor  annuitants  are.  not  receiving  "substantial"  civil  re- 
tirement benefits. 

Apparently  the  Health,  Education  and  Welfare  Department  would  rather  not 
correct  the  inequities  and  injustice  to  the  more  than  2%  million  Federal  em- 
ployees not  covered  by  the  Social  Security  system  until  someone  could  come  up 
with  a  perfect  plan.  (It  implies  it  cannot.)  We  recognize  that  there  may  be  some 
cases  of  which  they  speak  but  only  as  a  projection  of  logical  thinking,  not  because 
anyone  has  demonstrated  it.  We  urge  the  Congress  to  hesitate  no  longer  in  treat- 
ing all  working  people  in  the  United  States  fairly  and  squarely. 

On  page  17  the  report  points  out  several  advantages  to  extension  of  coverage  to 
Federal  employees.  These  merit  your  attention  particularly  the  sentences,  "Social 
security  coverage  would  afford  Federal  employees  the  combination  of  basic  pro- 
tection under  social  security  and  supplemental  protection  under  a  staff  plan  that 
has  been  afforded  many  [italic  supplied]  other  workers  who  are  covered 
under  staff-retirement,  private  pension,  or  profit-sharing  plans,"  and  "Social 
security  coverage  would  assure  Medicare  protection  at  age  65  for  all  Federal 
employees  and  their  spouses." 

On  page  19  we  see  something  we  cannot  fathom  nor  believe.  The  report  reports 
that  the  system's  cost  would  rise  to  above  25%  of  the  pay  up  to  $7800.  If  one 
adds  the  current  rates  6.5%,  employees  contribution  to  the  Federal  Civil  Service 
retirement  system,  plus  6.5%  matching  contribution  from  the  government,  4.8% 
employee's  contribution  to  social  security,  plus  4.8%  matching  contribution  from 
the  employer  it  would  total  22.6%.  To  reach  to  1987  as  HEW  did  for  a  comparison 
is  unrealistic  and  dishonest.  It  did  not  include  all  possible  changes.  Furthermore, 
as  time  goes  by  the  cost  picture  can  be  made  to  look  worse.  The  passage  of  time 
compounds  the  crime  and  may  make  any  action  even  more  costly. 

On  page  19  the  report  indicates  that  an  employee  who  works  43  years  will 
receive  more  in  his  pensions  than  in  his  salary.  How  many  Federal  government 
employees  is  HEW  talking  about?  That  they  would  try  to  mislead  the  members 
of  Congress  in  so  outrageous  a  manner  should  call  for  an  investigation  of  the 
Department  to  ascertain  its  motivation.  I  will — and  do — challenge  HEW  to 
produce  the  statistics  showing  how  many  of  the  871.072  people  receiving  annuity 
benefits  had  43  years  or  more  of  service.  I  doubt  that  they  will  produce  one 
single  percentage  point.  On  such  false  data  they  would  seek  to  deprive  all  Federal 
employees  of  Social  Security  coverage.  I  urge  this  Honorable  Committee  to  look 
at  the  March  24,  1965  report  of  the  Civil  Service  Service  Commission  which,  ac- 
cording to  John  F.  Griner,  National  President,  American  Federation  of  Govern- 
ment Employees,  showed  "that  the  total  average  income  from  all  sources  by  all 
retired  Federal  employees,  including  members  of  Congress,  is  $3612.  Mr.  Griner 
said  it  before  this  committee  on  Februray  28,  1969. 

The  report  says  "some  employees  believe  they  won't  receive  enough  additional 
benefits  to  make  it  personally  advantageous  to  pay  social  security  contributions. 
I  am  sure  this  is  true.  All  who  expect  to  die  before  being  covered  will  be  in  this 
class.  I  am  quite  sure  many,  many,  many  more  would  feel  the  payments  were 
justified.  Even  the  report  concedes  (page  20)  "for  most  such  (low  average  earn- 
ers) employees  the  additional  social  security  protection  would  still  represent  a 
good  buy." 

On  page  21  HEW  plays  guessing  games  again.  It  alleges  "many  of  those  most 
needing  social  security  protection  would  not  elect  coverage."  Poppycock !  We 
have  gone  to  the  employees  and  asked  them.  Their  responses  are  shown  in  their 
mandates  at  their  national  conventions,  "we  want  coverage"  they  demand.  Don't 
the  leaders  of  HEW  believe  that  the  little  people  want  to  retire  in  dignity,  too? 
Must  the  lower  paid  employee  work  to  the  grave?  Not  in  America  he  doesn't. 
Not  if  Congress  heeds  his  call  for  equality,  for  comparability. 
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On  page  21  the  bureacratic  approach  raises  its  head.  Social  Security  advances 
a  proposal  "coverage-coordination  that  will  be  so  unwiedly  and  so  expensive 
that  it  believes  it  will  be  asked  to  administer  the  entire  plan  and  perhaps  swallow 
up  the  civil  service  retirement  plan.  Let  them  keep  their  hands  oft  the  civil  serv- 
ice retirement  system.  Let  them  administer  social  security  only.  There  is  no 
need  for  co-ordinated  coverage  except  as  a  bureaucratic,  expensive  toy  or  as 
an  excuse  to  defeat  coverage  altogether.  HEW  skillfully  masks  this  in  listing 
objections  to  merger  on  page  22. 

Some  of  the  objections  stated  above  are  pointed  up  on  page  26  where  HEW 
objects  to  reverse  transfer  of  credits.  We  do  not  urge  such  course.  We  merely 
point  to  the  bureaucrats'  fighting  for  survival  and  aggradizement) .  Interdepart- 
mental rivalry  could  lead  to  charges  similar  to  those  shown  on  page  28.  We  can- 
not understand  why  a  man  who  earns  $10,000  in  one  place  or  system  should  be 
treated  any  differently  than  one  who  earns  $10,000  in  more  than  one  place  or 
system.  Under  social  security  he  could  transfer  as  much  as  he  likes  ;  his  total 
earnings  would  count.  Likewise,  transfers  between  agencies  within  the  civil 
service  retirement  system  do  not  affect  the  benefits.  Why  shouldn't  transfers  be 
permitted  between  the  systems?  No  valid,  no  reasonable,  no  fair  answer  exists, 
especially  when,  to  quote  the  report  (page  27,  ".  .  .  the  reality  that  every  year 
hundreds  of  thousands  of  workers  do  move  between  Federal  employment  and 
other  work.") 

On  page  33  the  report  finally  says  something  with  which  we  can  agree.  They 
object  to  special  limitations  on  social  security  benefits  payable  to  persons  also 
receiving  substantial  civil  service  retirement  benefits.  We  believe  the  systems 
should  be  separate  and  treated  independently  of  one  another.  Therefore,  there 
would  be  no  need  to  limit  or  weight  or  affect  one  system  by  what  is  done  in  the 
other.  We  might  add,  as  an  afterthought,  that  even  if  one  thought  the  higher 
paid  Federal  employee  would  receive  advantages  under  the  dual  system  it  might 
be  most  beneficial  to  the  government,  not  the  employee.  The  higher  paid  employee, 
generally  speaking,  is  of  more  value  to  the  government.  His  counterpart  in  pri- 
vate industry  gets,  in  addition  to  high  salary  and  good  pension  plans,  bonuses, 
profit-sharing,  stock  options  and  other  lucrative  features.  These  reduce  turnover 
in  the  private  sector. 

We  cannot  allow  the  "Conclusions  and  Recommendations"  (pp.  37-39)  to  go 
unchallenged.  We  will  respond  using  the  same  paragraph  numbering. 

1.  The  allegation  that  the  extension  of  coverage  would  have  to  be  on  an  es- 
sentially compulsory  basis  is  misleading.  All  majo-r  protagonists  of  social  security 
coverage  for  Federal  employees  separate  and  apart  from  the  civil  service  re- 
tirement system  contend  coverage  must  apply  to  all  employees  who  come  on  the 
rolls  after  enactment  of  coverage. 

The  bogeyman-scare  the  Feds — "provide  for  substantial  reductions  in  the  bene- 
fits of  the  civil  service  retirement  system  to  take  into  account  that  social  security 
benefits  would  be  payable"  is  here  and  is  exaggerated.  Not  only  is  it  made  to  ap- 
pear that  the  combination  of  both  benefits  won't  exceed  benefits  under  either 
plan  but  further  reductions  will  be  necessary  "to  avoid  excessive  costs  and  com- 
bined benefit  amount  that  could  be  regarded  as  unduly  large."  The  report  does 
not  justify  this  conclusion.  The  figures  are  phony ;  so  is  the  conclusion.  The  truth 
is  that  both  systems,  ivhen  operated  separate  and  apart  from  one  another,  will 
not  be  excessively  costly.  The  basic  apparatus  exists  under  each  system.  With 
over  100,000,000  people  covered  by  social  security  a  2%  increase  is  not  going  to 
affect  them  unduly.  No  change  will  take  place  in  the  Federal  civil  service  re- 
tirement system  because  these  people  already  are  covered. 

2.  Although  most  organizations  have  supported  the  provisions  of  the  Keough 
Bill,  then  the  Karsten  Bill  and  now  the  Gilbert  Bill  we  believe  they  would  ac- 
cept compulsory  coverage  on  a  group  basis  as  did  the  State  and  local  employees. 
All  employment  subsequent  to  coverage  legislation  would  be  covered,  as  with  the 
State  and  local  employees  whose  groups  elected  coverage. 

3.  We  have  registered  our  protests  to  anything  other  than  coverage  separate 
and  apart  from  the  civil  service  retirement  system.  However,  although  point 
(C)  is  valid,  under  our  proposal  coverage  would  be  universal  and  medicare  thus 
provided. 

4.  WTe  agree  on  the  current  stand :  do  not  reduce  social  security  benefits  paid 
to  Government  employees.  To  go  beyond  that  calls  for  clairvoyance  that  we  do 
not  possess.  If  any  Congress  had  such  powers  it  would  enact  all  the  necessary 
legislation  and  then  dissolve  itself.  HEW  may  contemplate  such  inanity :  we  do 
not. 
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HEW  guesses  and  says  (page  39)  "While  we  do  not  at  this  time  have  definitive 
cost  estimates  on  the  additional  costs  that  would  result  from  adoption  of  the 
above  described  proposals  .  .  ."  It  has  done  a  lot  of  guessing  and  urges  Con- 
gress to  act  on  its  guesswork.  Even  though  the  guess  here  is  good — and  I'm  sure 
that  a  grade  school  student  could  tell  you  it  costs  less  to  do  very  little  than  it  does 
to  do  something — it  hardly  indicates  the  rest  of  the  document. 

We  urge  you  to  consider  the  facts  : 

1.  Most  Federal  employees  who  do  not  have  Social  Security  coverage  want 
it.  Their  actions  at  their  converntion  prove  this  even  if  some  leaders  are  frustrat- 
ing and  delinquent  in  discharging  these  mandates. 

2.  Workers  in  the  private  sector  have  dual  coverage.  Employees  in  State  and 
local  governments  have  dual  coverage.  Federal  employees  in  uniform,  more  than 
3,000,000,  have  dual  coverage.  Only  Federal  civilian  employees  (even  seme  of 
these  have  dual  coverage)  are  not  covered. 

3.  Financing  is  not  too  costly,  especially  if  one  considers  the  creation  of  new 
taxpayers  in  leisure  activities  and  in  replacements  on  the  Government  rolls. 

4.  And  for  all  of  the  facts  presented  in  this  rather  voluminous  statement. 

8.  RECOMMENDATIONS 

We  recommend  the  extension  of  Social  Security  coverage  to  Federal  employees 
in  accordance  with  the  provisions  of  H.R.  2677,  the  Gilbert  bill. 
Respectfully  submitted. 

Pearl  Alpern, 
President,  Local  1151. 
Robert  Baehr, 
President,  Local  1760. 
By  Jack  Daniels, 

Counsel. 


Statement  of  the  National  Association  of  Retarded  Children,  Inc. 

SUMMARY 

There  is  a  correlation  between  poverty  and  mental  retardation  which  is 
believed  to  reflect,  in  part,  a  causal  relationship.  Certainly  mental  retardation 
is  a  major  cause  of  disability  and  dependence  in  children  and  adults. 

The  National  Association  for  Retarded  Children  endorses  heartily  a  number 
of  the  Administration's  proposals  for  reform  of  the  welfare  system  and  for 
improvement  of  the  Social  Security  system.  We  also  welcome  promise  of  proposals 
to  come  in  the  area  of  social  services  to  all  the  disabled  regardless  of  eligibility 
for  income  maintenance. 

Among  the  specifics  in  the  bill  which  we  endorse  are  : 

1.  The  extension  of  family  assistance  to  intact  families. 

2.  The  move  toward  greater  uniformity  and  equity  in  eligibility  and  levels  of 
support. 

3.  The  recognition  that  the  care  of  an  incapacitated  family  member,  of  what- 
ever age,  in  the  home,  is  a  justification  for  permitting  the  family  head  to  remain 
in  the  home  rather  than  necessarily  seek  employment  outside  it. 

4.  The  plans  for  extensive  development  of  child  care  and  supportive  services, 
with  the  intention  to  invoke  the  resources  of  a  "wide  variety  of  competent 
organizations." 

5.  The  establishment  of  the  $90  a  month  floor  under  the  adult  categories. 

6.  The  pegging  of  social  security  benefits  to  cost-of-living  indices. 

7.  The  updating  of  the  so-called  retirement  test  under  social  security. 
Among  our  recommendations  are  : 

1.  Federalization  of  the  adult  categories. 

2.  Equity  in  "disregard"  provisions  among  categories. 

3.  Removal  of  invidious  discriminations  against  the  parents  of  the  disabled. 

4.  Removal  of  discrimination  against  "public  nonmedical  facilities"  which 
offer  suitable  institutional  or  sheltered  living  arrangements  for  the  disabled. 

5.  Attention  to  special  needs  of  handicapped  children  in  FAP  families. 

6.  Open-ended  appropriation  for  the  development  of  child  health  services. 

7.  Extension  of  medicare  to  the  adult  disabled. 
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NARC'S  CONCERN  WITH  POVERTY  AND  DISABILITY 

The  NATIONAL  ASSOCIATION  FOR  RETARDED  CHILDREN  is  a  nation- 
wide membership  and  service  organization  concerned  with  improving  the  lot  of 
mentally  retarded  children  and  adults,  throughout  their  life  span.  It  also  seeks 
to  promote  prevention  of  this  disabling  condition  through  research  and  the 
prompt  application  of  research  findings.  For  all  of  these  reasons  we  are  very 
much  interested  in  most  of  the  various  titles  of  the  Social  Security  Act. 

Mental  retardation  is  a  significant  cause  of  poverty  and,  in  certain  respects, 
poverty  can  be  considered  a  cause  of  mental  retardation.  This  relationship  and 
the  needs  of  the  retarded  among  the  poor  are  receiving  priority  attention  in 
1969-70  from  NARC. 

Mental  retardation  is  the  single  most  important  cause  of  serious  disability 
among  our  youth  and  young  adults.  This  is  true,  notwithstanding  the  fact  that 
the  majority  of  those  generally  considered  to  be  mentally  retarded  are  able  to 
enter  the  labor  force,  albeit  at  a  relatively  low  level  of  earnings.  Moreover,  those 
whose  impairment  is  sufficiently  severe  to  prevent  their  full  employment  are 
not  merely  deprived  of  an  adequate  income  on  a  day-to-day  basis,  but  also,  due 
to  the  early  origin  of  their  condition,  unable  to  establish  for  themselves  full 
entitlement  in  our  systems  of  social  insurance  (public  and  private)  by  which 
most  people  protect  themselves  through  hospitalization,  unemployment  insurance, 
and  provisions  for  retirement.  Income  maintenance  and  coverage  of  medical 
costs  is  therefore  a  major  concern  to  those  of  us  who  bespeak  the  cause  of  the 
mentally  retarded. 

Despite  its  chronicity,  mental  retardation  is  not  an  unmodifiable  condition. 
Physical,  social  and  vocational  habilitation  and  rehabilitation  have  important 
roles  to  play  in  this  field.  Health  and  welfare  services  are  becoming  increasingly 
available  both  to  retarded  children  and  to  adults,  but  this  is  merely  a  relative 
statement.  These  services  are  far  from  adequate  at  the  present  time.  The  gap 
is  particularly  glaring  when  one  considers  those  persons  who,  for  one  reason  or 
another,  are  not  eligible  for  public  assistance  or  for  Medicaid  but  who  require 
similar  social  and  rehabilitation  services  in  order  to  reduce  their  personal  depend- 
ency and  increase  their  satisfaction  in  living. 

There  are  many  conditions  associated  with  poverty  which  are  believed  to 
contribute  significantly  to  the  causation  of  mental  retardation.  Malnutrition, 
inadequate  prenatal  care,  and  the  delapidated  living  conditions  which  are  con- 
ducive to  lead  poisoning  in  children  are  examples  of  physical  conditions  which 
correlate  highly  with  the  incidence  of  mental  retardation.  It  is  also  believed 
that  the  stress  placed  on  parents  by  conditions  associated  with  marginal  income 
makes  it  more  difficult  for  them  to  provide  the  stimulating  environment  which 
the  child,  particularly  the  very  young  child,  needs  in  order  to  maximize  his 
intellectual  and  emotional  growth.  The  clustering  of  these  various  problems 
tends  to  aggravate  mental  retardation  in  disadvantaged  families,  through  no 
fault  of  their  own. 

The  foregoing  statements  indicate  why  the  National  Association  for  Retarded 
Children  is  vitally  interested  in  the  improvement  of  various  Titles  of  the  Social 
Security  Act.  We  are  concerned  with  income  maintenance  for  the  disabled  and 
for  families  with  handicapped  children ;  we  are  interested  in  social  services  to 
the  handicapped  and  their  families,  and  we  are  interested  in  intervening  in  the 
cycle  of  poverty  as  it  may  contribute  to  the  perpetuation  of  mental  retardation 
in  successive  generations. 

ENDORSEMENTS 

There  are  a  number  of  provisions  in  the  administration's  proposals  on  Social 
Security  and  Welfare  with  which  we  concur  and  to  which  we  wish  to  give 
affirmative  support.  There  are  also  some  points  of  view  which  have  been  touched 
upon  by  the  Administration  but  not  yet  implemented  in  terms  of  legislative 
proposals,  which  we  would  like  to  endorse  in  the  hope  that  they  may  be  realized 
legislatively  in  the  near  future  also. 

In  the  latter  regard,  we  refer  particularly  to  two  statements  by  Secretary 
Finch  when  he  appeared  before  you  on  October  15 :  He  said  "We  believe,  too, 
that  to  the  extent  possible  we  should  prevent  need  through  social  insurance 
rather  than  relying  upon  an  assistance  program  to  meet  need  after  it  has  arisen." 
We  too  look  forward  to  the  day  when  the  adult  disabled  person  will  be  provided 
with  adequate  income  maintenance  and  medical  care,  in  accordance  with  his 
needs,  under  a  social  insurance  program.  We  believe  such  social  insurance 
should  cover  not  only  persons  who  are  fortunte  enough  to  have  been  members 
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of  the  labor  force  but  also  those,  who  through  no  fault  of  their  own,  have  become 
disabled  too  early  in  life  to  establish  an  earnings  record  or  to  contribute  directly 
to  the  social  insurance  fund.  We  believe  that  this  goal  is  socially  desirable  in 
the  long  run  for  those  at  all  income  levels  and  would  justify  a  contribution 
from  general  tax  revenues  to  the  social  security  system.  We  welcome  Secretary 
Finch's  statement  that  "In  the  last  analysis  it  must  be  our  obligation  to  move 
toward  an  adequate  level  of  income  support  for  the  aged,  blind  and  disabled." 
We  welcome  also  his  recognition  that  "There  are  many  persons  who  are  not 
public  welfare  recipients  to  whom  social  and  rehabilitation  services  can  be  as 
helpful  as  they  are  to  public  assistance  recipients.  Services  at  an  appropriate 
time  may  avert  the  need  for  assistance."  We  look  forward  eagerly  to  his  pro- 
posals in  respect  to  such  services,  since  the  need  is  one  to  which  we  have  been 
drawing  attention  in  recent  years. 

Among  the  specifics  in  the  bills  which  toe  welcome  are: 

1.  The  extension  of  family  assistance  to  intact  families. 

2.  The  move  toward  greater  uniformity  and  equity  in  eligibility  and  levels 
of  support. 

3.  The  recognition  that  the  care  of  an  incapacitated  family  member,  of  what- 
ever age,  in  the  home,  is  a  justification  for  permitting  the  family  head  to  remain 
in  the  home  rather  than  necessarily  seek  employment  outside  it. 

4.  The  plans  for  extensive  development  of  child  care  and  supportive  services, 
with  the  intention  to  invoke  the  resources  of  a  "wide  variety  of  competent 
organizations." 

5.  The  establishment  of  the  $90  a  month  floor  under  the  adult  categories. 

6.  The  pegging  of  social  security  benefits  to  cost-of-living  indices. 

7.  The  updating  of  the  so-called  retirement  test  under  social  security. 

We  make  the  following  recommendations  for  changes  or  inclusions  in  the 
legislation  at  the  present  time  : 

1.  Federalization:  If  it  is  practical  to  assign  the  responsibility  for  eligibility 
determination  under  the  family  assistance  program  to  the  local  social  security 
offices,  then  it  is  even  more  logical  to  make  the  same  assignment  with  respect 
to  the  so-called  adult  categories,  since  many  of  the  disabled  and  aged  are 
actual  or  prospective  clients  of  the  Social  Security  Administration.  The  present 
system  by  which  we  have  two  parallel  systems  of  disability  determination  (social 
security  and  public  assistance)  for  example,  is  clearly  not  the  most  efficient. 
Moreover,  as  the  legislation  itself  recognizes,  a  disabled  person  may  well  be  a 
member  of  an  FAP  family. 

2.  Equity  in  the  11  disregard''''  provisions  under  the  various  assistance  programs. 
The  proposed  legislation  mandates  a  disregard  of  $60  a  month  of  earned  income 
under  FAP.  It  continues  the  existing  disregard  of  $85  a  month  for  the  blind 
and  the  existing  disregard  of  $20  a  month  for  the  disabled.  We  see  no  rationale 
in  this.  The  $60  has  been  justified  as  "work  expenses."  The  work  expenses  of 
seriously  disabled  persons  are  clearly  higher  than  those  of  able  bodied  persons. 
We  recommend  that  adult  disabled  persons  who  augment  their  income  with 
very  modest  earnings  be  allowed  the  same  "disregard"  as  the  blind — namely, 
$85 — and  that  all  categories  be  permitted  the  same  $1  for  $2  disregard  provision 
above  that  level  on  both  earned  and  unearned  income.  In  making  this  proposal 
we  recognize  fully  and  indeed  endorse  Secretary  Finch's  point  that  "work 
incentives  are  not  the  answer  to  dependency  of  the  disabled"  since  by  definition 
they  are  unable  to  earn  an  income  adequate  for  self-support.  Nevertheless  it 
is  desirable  from  both  an  economic  and  psychological  point  of  view  that  those 
who  can  be  partially  productive,  even  if  only  in  a  very  modest  way,  should  be 
encouraged  to  do  so  and  should  be  allowed  to  enjoy  the  fruits  of  their  labor. 

3.  Removal  of  invidious  and  inequitable  discrimination  against  the  parents 
of  the  adult  disabled.  We  refer  to  Section  1603(a)  (2)  of  Title  XVI  as  it  would 
be  revised  under  the  Administration  bill.  We  believe  that  in  general  the  adult 
disabled  individual  should  be  seen  as  a  citizen  in  his  own  right  and  that  legal 
liability  for  his  support  should  be  limited  to  his  spouse.  We  welcome  the  pro- 
posed changes  which  would  move  in  this  direction  and  which  would  bring 
the  "relative  liability"  provisions  of  the  assistance  titles  more  in  line  with 
the  comparable  provisions  under  Title  XIX.  Nevertheless,  this  move  only  sharpens 
the  discrimination  against  the  parents  of  the  blind  and  disabled.  If  the  children 
of  the  aged  are  not  to  be  mandated  to  support  them,  surely  the  parents  of  the 
adult  disabled  should  and  can  be  equally  relieved  of  liability.  The  option  to 
relieve  them  is  open  to  the  States  at  present  and  has  been  chosen  by  States  whose 
total  population  exceeds  20  percent  of  the  country.  It  has  not  had  a  catastrophic 
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effect  on  disability  rolls.  However,  the  fact  that  different  States  treat  parental 
liability  for  the  adult  disabled  differently  is  a  source  of  inequity  and  one  which 
we  believe  should  be  resolved  at  the  Federal  level,  in  favor  of  the  families 
which  have  suffered  this  extraordinary  catastrophy.  The  phrase  "or  blind  or 
disabled"  should  be  deleted  from  the  Section  cited. 

4.  Encouragement  for  the  development  of  suitable  intermediate  care  facilities 
for  the  disabled  under  public  as  well  as  private  auspices.  Clauses  discriminating 
against  "public  non-medical  institutions"  in  Sections  1121  and  1610  should  be 
deleted.  The  language  which  the  Administration  bill  proposes  to  insert  in  Sec- 
tion 1121  on  this  issue  is  simply  a  confirmation  of  the  present  policy.  This  policy 
is  in  turn  based  on  an  interpretation  of  Section  1605  of  the  present  Act  (and 
comparable  sections  in  other  titles)  which  is  restated  in  Section  1610  of  the 
proposed  Act. 

As  you  know,  Section  1121  deals  with  facilities  designed  to  accommodate  indi- 
viduals who  "because  of  their  physical  or  mental  conditions  (or  both  those  condi- 
tions) require  living  accommodations  and  care  which,  as  a  practical  matter, 
can  be  made  available  to  them  only  through  institutional  facilities  .  .  ."  but 
who  do  not  require  "the  degree  of  care  required  to  be  provided  by  a  skilled 
nursing  home  furnishing  services  under  State  law  and  approved  under  Title 
XIX."  This  description  fits  the  needs  of  a  substantial  number  of  adults  disabled 
by  mental  retardation.  These  adults  require  continued  counseling,  social  super- 
vision, and  a  specialized  living  environment.  The  level  of  continuing  medical 
supervision  which  they  require  may  or  may  not  be  substantially  greater  than 
that  of  the  rest  of  the  population.  There  is  a  need  to  foster  the  development 
of  intermediate  care  facilities  appropriate  to  the  adults  disabled  by  mental 
retardation  at  various  levels.  If  this  is  to  be  done,  we  need  a  combination  of 
public  and  private  resources  and  efforts.  The  present  law  is  interpreted  to  permit 
use  of  private  "intermediate  care  facilities"  of  a  type  which  is  excluded  if  the 
facility  is  under  public  auspices.  The  resultant  maneuvering  is  often  not  in  the 
best  interests  of  the  disabled  themselves  nor  is  it  the  most  efficient  from  the  point 
of  view  of  the  use  of  the  public  tax  dollar. 

In  this  connection,  it  should  be  pointed  out  that  there  is  a  potential  hidden 
public  cost  in  the  use  of  private  intermediate  care  facilities.  The  majority  of  the 
people  in  these  facilities  require  protective  social  services.  The  facilities  not  only 
must  be  licensed  and  inspected  but  the  placement  of  the  individuals  must  be 
supervised  and  checked  at  intervals  by  a  public  agency,  if  the  interests  of  the 
disabled  themselves  are  to  be  adequately  protected. 

The  term  "intermediate  care  facility"  has  now  been  defined  in  some  detail,  in 
accordance  with  the  expressed  wish  of  Congress  that  it  not  include  facilities  which 
are  "merely  custodial."  We  believe  that  both  the  Congress  and  the  Administra- 
tion have  taken  an  enlightened  attitude  and  that  the  "intermediate  care  facility" 
concept  can  be  an  important  contribution  to  the  well  being  of  adults  disabled  by 
mental  retardation.  We  believe  there  should  not  be  an  arbitrary  discrimination 
among  these  facilities  based  on  whether  or  not  they  are  "medical"  or  "nonmedi- 
cal," public  or  private.  A  facility  of  either  type  which  is  appropriate  to  the  needs 
of  the  individual  should  be  supportable  regardless  of  whether  it  is  in  the  public 
or  private  sector. 

5.  Attention  to  the  special  needs  of  handicapped  children  in  FAP  families. 
We  see  a  tremendous  dual  potentiality  in  Section  437  (proposed)  of  Title  IV  of 
the  Social  Security  Act.  Its  greatest  potential  in  our  area  of  concern  lies  in  the 
possibilities  for  early  detection  and  remediation  of  handicapping  conditions  and 
in  the  provisions  of  enriched  environment  which  will  tend  to  prevent  the  depres- 
sion of  intellectual  development.  Secretary  Finch's  testimony  suggests  that  these 
objectives  are  very  much  in  the  mind  of  the  administrators  who  will  be  carrying- 
forward  the  child  care  and  supportive  services  provisions.  There  is,  however, 
another  important  potential  which  may  be  overlooked  but  which  we  believe  should 
be  realized  under  this  section.  It  can  be  realized  if  the  Committee  so  directs.  We 
refer  to  the  needs  of  handicapped  children  in  poor  families  for  specialized  day 
care  services.  Specialized  developmental  centers  for  handicapped  children  not  in- 
cluded in  public  school  special  education  programs  (because  of  age  or  degree  of 
severity  of  handicapped)  have  been  considerably  developed  in  the  past  decade. 
These  facilities  could  be  expanded  and  extended  to  serve  additional  children  from 
FAP  families  if  Section  437  funds  are  permitted  to  flow  in  that  direction  along 
with  welfare  services  money  under  Parts  A  and  B  of  Title  IV.  It  is  important 
in  this  connection  that  regulations  facilitate  rather  than  hinder  the  incorporation 
of  children  from  poor  families  into  child  care  projects  designed  to  meet  the  phy- 
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sical  or  mental  disabilities  of  the  children  without  regard  to  their  economic 
status.  In  the  field  of  the  handicapped,  particularly,  it  is  inefficient  to  establish  two 
segregated  systems,  one  for  the  poor  and  one  for  the  nonpoor. 

Although  the  Administration  has  not  proposed  any  amendments  currently  to 
Title  V  (Maternal  and  Child  Health  and  Crippled  Children  Services),  we  would 
propose  for  your  consideration  several  amendments  to  the  Act. 

6.  Open-ended  appropriation  for  the  development  of  effective  child  health 
services.  Secretary  Finch,  and  Dr.  Egeberg  and  Dr.  English  have  all  pointed  out 
at  various  times  the  importance  of  building  health  resources  commensurate  with 
the  purchasing  power  of  the  public  which  has  recently  been  enhanced  under 
Medicare  and  Medicaid.  We  believe  States  should  be  required  to  phase  out  their 
use  of  Title  V  funds  for  purchase-of-care  and  fee-for-service  approaches  to  medi- 
cal care  for  crippled  children  and  concentrate  their  funds  on  developing  the 
needed  resources  which  complement  the  private  practice  of  medicine  and  the 
traditional  hospital  services.  There  is  a  special  need  for  competent  multidiscipli- 
nary  diagnostic  facilities  for  handicapped  children,  in  the  provision  of  which  some 
States  have  set  outstanding  examples  for  others  to  follow. 

The  use  of  an  open-end  approach  to  welfare  services  has  not  caused  costs  to  get 
out-of-hand,  and  at  the  same  time  has  permitted  and  encouraged  the  initiative  at 
the  State  level  to  generate  the  services  necessary  to  complement  the  income  pay- 
ments to  individuals.  Parallel  effort  in  the  health  care  of  children  is  indicated 
now.  At  the  same  time,  there  should  be  no  relaxation  of  the  pressure  on  States  to 
make  their  so-called  "crippled  children  services"  comprehensive  as  to  the  category 
of  handicapping  condition  and  as  to  statewide  coverage. 

We  recommend  that  the  "crippled  children's  program"  be  renamed  "Health 
Services  for  Handicapped  Children"  which  is  a  more  accurate  description  in  its 
context. 

7.  Extension  of  Medicare  to  the  disabled  who  are  now  Social  Security  benefi- 
ciaries. This  subject  has  been  adequately  studied.  It  is  a  timely  step.  Considering 
that  it  will  provide  some  reduction  in  Medicaid  expenditures  for  the  disabled,  it 
does  not  appear  that  the  target  group  is  large  enough  to  make  the  net  increase 
in  demand  for  services  a  major  factor  in  the  "health  care"  crisis. 

Finally,  we  would  point  out  that  evaluation  of  disability  is  now  a  component 
in  determining  eligibility  for  three  different  major  Federal  programs — Social 
Security,  public  assistance,  and  vocational  rehabilitation.  It  is  our  view  that  the 
most  productive  way  to  carry  out  these  evaluations  is  to  develop  facilities  capable 
of  (1)  assessing  (in  one  place)  the  social,  and  intellectual  components  and 
potentialities  of  the  client,  as  well  as  his  medical  condition,  and  (2)  providing  a 
practical  plan  for  improvement  of  his  lot,  regardless  of  his  eligibility  status  for 
one  or  another  of  the  programs  mentioned.  Cross  referral  such  as  is  encouraged 
under  the  Social  Security  Act,  now  and  as  proposed,  is  a  first  step  in  this  direc- 
tion. However,  in  this  field  also  we  find  that  funding  has  proceeded  primarily  on 
the  basis  of  a  fee-for-service  being  paid  on  behalf  of  an  individual  client  by  the 
agency  that  wants  him  evaluated.  Most  States  still  lack  adequate  comprehensive 
diagnostic  facilities  for  disabled  adults  which  are  primarily  client-  rather  than 
agency-oriented.  As  has  been  demonstrated  in  the  case  of  children's  diagnostic 
services,  the  achievement  of  an  appropriate  level  and  quality  of  activity  in  this 
area  will  require  basic  support  of  operating  costs  of  multidisciplinary  units  in 
order  that  there  may  be  a  facility  to  which  the  fee  for  service  may  be  most 
appropriately  offered. 

The  type  of  service  that  we  have  in  mind  does  not  fall  uniquely  in  the  jurisdic- 
tion of  any  one  of  the  present  DHEW  operating  agencies,  since  it  is  a  health-wel- 
fare-rehabilitation service  for  adults  with  chronic  disabilities.  Frankly,  we  do 
not  expect  Congress  to  resolve  this  problem  in  this  session  but  we  believe  that  it 
should  be  given  greater  attention  and  visibility.  Such  attention  on  the  part  of  the 
Executive  Branch  might  be  hastened  by  an  expression  of  interest  by  this  Com- 
mittee. 

We  appreciate  the  opportunity  to  be  heard  and  wish  to  express  our  admira- 
tion of  the  Committee's  patience  and  attention  to  the  many  witnesses,  represent- 
ing the  many  millions  of  citizens  who  are  affected  in  one  way  or  another  by  what 
you  do  here.  The  millions  of  mentally  retarded  are  affected  in  a  special  way  and 
we  continue  to  hope  that  their  special  needs  will  receive  your  special  attention, 
as  in  the  past. 
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Child  Welfaee  League  of  America, 

Neiv  York,  N.Y.,  November  10, 1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Ways  and  Means  Committee,  U.S.  House  of  Representatives, 
Washington.  D.C. 

Dear  Congressman  Mills  :  I  would  like  to  submit  the  following  views  of  the 
Child  Welfare  League  of  America  for  the  record  of  the  Ways  and  Means  Com- 
mittee hearings  on  amendments  to  the  Social  Security  Act,  particularly  with 
reference  to  H.R.  14173,  "The  Family  Assistance  Act  of  1969." 

Established  in  1920,  the  League  is  the  national  voluntary  accrediting  organiza- 
tion for  child  welfare  agencies  in  the  United  States.  It  is  the  only  privately  sup- 
ported organization  devoting  its  efforts  completely  to  the  improvement  of  care 
and  services  for  the  country's  deprived,  neglected  and  dependent  children.  There 
are  383  child  welfare  agencies  affiliated  with  the  League.  Represented  in  this 
group  are  voluntary  agencies  of  all  religious  groups  as  well  as  non-sectarian  pub- 
lic and  private  agencies.  The  League's  prime  functions  are  consultation  services 
to  local  agencies  and  communities,  standard  setting,  research,  and  child  welfare 
publications. 

The  League's  primary  concern  has  always  been  the  welfare  of  all  children 
regardless  of  their  race,  creed,  or  economic  circumstances.  We  have  appeared 
before  the  Ways  and  Means  Committee  in  the  past  on  behalf  of  improving  public 
welfare  programs  for  children  and  their  families  because  we  believe  that  a  family 
income  sufficient  to  meet  minimum  standards  of  health  and  human  decency  is 
essential  and  basic  to  any  program  of  services  for  children.  For  this  reason,  we 
now  wish  to  comment  on  the  effects  of  the  proposed  Family  Assistance  Plan  on 
the  children  of  this  nation. 

We  were  encouraged  by  the  President's  Message  on  Welfare  Reform  of 
August  8,  1969,  which  included  proposals  for  a  national  minimum  income  for 
families  in  need  (including  those  with  both  parents  in  the  home),  equality  of 
treatment  for  families  with  children  across  the  nation,  simplification  of  the 
present  welfare  system,  and,  for  the  first  time  at  the  federal  level,  the  inclusion 
of  the  "working  poor '  (where  there  is  an  employed  father  in  the  home)  among 
those  eligible  to  receive  assistance.  The  League  fully  supports  these  goals  and 
principles. 

President  Nixon  said  that  his  proposed  plan  : 

".  .  .  removes  the  blatant  inequities,  injustices  and  indignities  of  the  welfare 
system.  ...  It  establishes  a  basic  Federal  floor  so  that  children  in  any  state 
can  have  at  least  the  minimum  essentials  of  life.  .  .  .  Benefit  levels  are  grossly 
unequal — for  a  mother  with  three  children,  they  range  from  an  average  of  $263 
a  month  in  one  state,  down  to  an  average  of  $39  in  another  state.  Now  such  an 
inequality  as  this  is  wrong ;  no  child  is  "worth"  more  in  one  state  than  in  another 
state." 

H.R.  14173,  introduced  in  October,  replaces  the  AFDC  payments  program  with 
a  Family  Assistance  Plan.  This  plan  establishes  a  minimum  federal  payment  to 
eligible  families  of  $500  per  year  for  the  first  two  persons  in  the  family  and  $300 
for  each  additional  member.  (It  also  contains  a  work  incentive  provision  which 
permits  the  disregard  of  certain  earned  income  so  that,  for  example,  a  family  of 
four  could  achieve  a  total  income  of  $3920  before  becoming  ineligible  for  federal 
assistance.  This  would  help  those  families  with  an  employable  member  provided 
that  suitable  jobs  were  available.) 

In  eight  states  where  current  AFDC  levels  are  extremely  low,  payments  to 
children  and  families  will  be  raised  as  a  result  of  the  minimum  federal  payments 
and  more  families  will  be  eligible  for  assistance  in  those  states.  In  addition,  the 
bill  will  include  coverage  for  families  with  unemployed  fathers  in  the  home. 
These  families  have  been  ineligible  for  AFDC  in  28  states.  It  also  includes  cover- 
age for  families  with  employed  fathers  whose  earnings  fall  below  certain  levels. 

These  are  admirable  additions  to  the  present  system.  The  League  has  long 
urged  that  poor  families  with  fathers  in  the  home  should  be  included  within  the 
federally  assisted  public  assistance  programs.  The  League  has  also  called  for  a 
national  income  policy  with  national  standards  to  assure  that  all  people  may  have 
at  least  a  minimum  standard  of  living  sufficient  to  maintain  health  and  decency. 
We  are  pleased,  therefore,  to  see  these  proposals  in  the  bill  because  they  provide 
a  step  forward  toward  these  goals. 

However,  in  other  important  respects,  we  believe  that  the  bill  falls  far  short 
of  accomplishing  the  President's  aims.  The  inequities  and  inadequacies  will 
remain.  The  end  result  of  the  bill  as  it  is  now  written  may  be  to  further  discrimi- 
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nate  against  the  interests  of  children.  This  is  likely  to  be  the  result  of  the  proposed, 
system  of  state  supplementation. 

The  bill  provides  for  mandatory  state  supplementation  of  the  federal  family 
assistance  benefit  only  in  the  states  whose  AFDC  level  of  payment  is  currently 
higher  than  the  proposed  federal  benefit.  The  states  will  be  required  to  supple- 
ment all  FAP  families  except  those  in  which  the  father  is  employed.  The  supple- 
mentary amount  which  each  family  will  receive  from  the  state  will  be  determined 
by  the  state's  present  standard  of  payment,  based  on  the  state's  present  definition 
of  need  and  payment  maximums.  This  immediately  freezes  into  law  all  the  present 
inequities  of  the  state  AFDC  programs,  including  the  wide  discrepancy  between 
payments  of  various  states,  thus  making  permanent  the  discrimination  against 
families  in  low  paying  states.  It  benefits  the  states  which  have  had  restrictive 
welfare  policies,  rather  than  rewarding  states  with  more  liberal  approaches.  It 
provides  no  incentive  for  states  to  upgrade  their  standards,  or  raise  payments  to 
families,  nor  does  it  take  into  account  the  states'  varying  fiscal  capacities.  Neither 
does  it  provide  for  a  flexible  response  to  changes  in  the  economy. 

The  federal  government's  ability  to  enforce  state  supplementation  or  to  pro- 
tect the  rights  of  recipients  is  greatly  weakened  by  this  bill.  The  sole  sanction  to 
enforce  supplementation  of  the  FAP  program  is  by  cutting  off  funds  for  other 
welfare  programs  in  the  state,  including  maternal  and  child  health  and  crippled 
children's  services,  Medicaid,  aid  to  adult  categories  and  families  with  needy 
children.  This  would  be  such  a  major  matter  that,  as  a  practical  measure,  it  is 
virtually  unusable.  If  this  is  the  case,  children  will  have  even  less  protection  than 
they  now  hare  under  the  existing  welfare  law,  which  provides  for  a  state  plan 
approved  by  HEW  and  gives  the  federal  government  the  bargaining  power  of 
federal  matching  payments  with  which  to  persuade  states  to  conform  to  federal 
standards,  in  addition  to  the  sanction  of  cutting  off  funds  for  the  particular  pro- 
gram involved.  If  state  supplementation  cannot  be  enforced,  payments  to  families 
and  children  will  fall  below  the  presently  inadequate  AFDC  levels  in  many  states. 

During  the  first  five  years  of  the  plan,  the  Federal  government  will  guarantee 
that  a  state  need  not  pay  more  than  90%  of  the  amount  it  would  have  spent  for 
welfare  payments  if  this  bill  had  not  been  enacted.  In  other  words,  states  will  be 
able  to  save  at  least  10%  of  their  welfare  costs,  but  there  is  no  federal  matching 
percentage  for  the  supplemental  payments  to  FAP  families. 

However,  since  this  bill  also  requires  that  states  pay  a  $90  minimum  payment 
to  each  person  in  the  adult  categories  ($1080  per  year) ,  states  will  have  to  spend 
more  in  matching  funds  for  the  adult  categories  than  they  are  currently  spending. 
This  means  that  their  savings  under  the  FAP  plan  will  go  towards  meeting  the 
higher  costs  in  the  adult  programs.  There  is  no  requirement  for  a  maintenance  of 
state  effort  for  children,  which  may  well  result  in  a  net  loss  of  state  funds  used 
to  help  children  and  their  families. 

As  Secretary  Finch  pointed  out  in  his  April  9,  1969,  statement  on  the  establish- 
ment of  the  Office  of  Child  Development,  children  have  not  been  receiving  their 
proportionate  share  of  the  welfare  dollar  and  the  imbalance  has  been  expanding 
over  the  last  few  years.  Although  there  are  four  times  as  many  children  as  there 
are  aged  in  the  United  States,  Secretary  Finch  stated  that  in  1970  federal  benefits 
and  services  will  average  about  $1,750  per  each  aged  person  and  only  $190  per 
young  person.  The  increase  in  spending  for  the  aged  has  doubled  that  of  the 
increase  for  children.  We  believe  that  this  bill  will  further  accentuate  this  trend, 
despite  the  Administration's  emphasis  on  the  needed  and  overdue  national  com- 
mitment to  children. 

A  federal  minimum  of  $1080  per  year  is  established  for  each  eligible  person 
who  is  blind,  disabled,  or  over  65.  If  this  is  compared  to  the  $500  per  year  for 
each  of  the  first  two  persons  under  FAP,  and  $300  for  each  child  thereafter, 
the  discrimination  becomes  clear.  Moreover,  in  the  adult  categories,  each  individ- 
ual is  entitled  to  $1500  of  resources,  whereas  under  FAP  $1500  is  the  total  allow- 
able amount  of  resources  for  the  whole  family  no  matter  how  large  it  may  be. 
There  are  state  plan  requirements  in  the  adult  categories  which  provide  protec- 
tions for  the  adult  programs  which  are  not  present  in  the  program  for  families 
and  children.  These  include  the  right  to  cash  assistance,  and  the  required  use 
of  a  simplified  statement  to  determine  eligibility. 

Another  way  in  which  children  are  disadvantaged  in  the  new  bill  is  by  the 
work  and  training  requirements  for  all  mothers  of  children  over  six.  Even 
under  the  Social  Security  Amendments  of  1967,  HEW  regulations  exempted 
mothers  of  school  age  children  from  the  work  requirement  during  the  times  when 
the  children  were  not  at  school.  In  addition,  by  statute,  no  mother  is  now  required 
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to  work  or  train  unless  proper  child  care  arrangements  are  assured.  Moreover, 
federal  standards  for  day  care  services  are  written  into  the  present  law.  These 
minimal  protections  for  children  seem  to  be  omitted  from  H.R.  14173,  much 
to  the  detriment  of  the  health,  safety  and  wellbeing  of  the  children  in  these 
families. 

The  League  has  long  held  that  there  should  be  freedom  of  choice  for  a  mother 
with  respect  to  employment.  Although  the  League  supports  programs  which 
make  opportunities  and  incentives  for  work  and  training  more  available,  the 
League  believes  that  work  and  training  for  mothers  must  be  offered  on  a  volun- 
tary basis  if  the  program  is  to  be  successful.  Experience  has  shown  that  many 
mothers  wish  to  and,  in  fact,  do  work  to  help  support  their  children.  We  believe, 
however,  that  this  should  be  a  voluntary  choice  on  the  part  of  the  mother 
and  basic  financial  support  for  children  should  not  be  tied  to  a  work  requirement 
for  mothers.  Children  will  suffer  under  the  proposed  law  if  the  mother  chooses  to 
stay  home  to  care  for  them  and  her  share  of  the  FAP  payment  is  eliminated. 
It  is  obvious  that  the  reduced  amount  of  FAP  will  then  be  divided  between 
all  members  of  the  family  and  each  child  will  receive  that  much  less  of  the  very 
bare  minimum  amount  available. 

The  bill  also  permits  a  strange  anomaly  in  that  a  child  with  two  parents 
is  allowed  to  have  the  benefit  of  a  mother  at  home  who  is  not  required  to  work 
regardless  of  the  age  of  the  child,  whereas  the  child  in  a  fatherless  home  will 
lose  the  care  and  supervision  of  his  only  parent  because  under  this  bill  she 
will  be  required  to  work  after  the  child  reaches  six.  The  more  vulnerable  chil- 
dren will  thus  be  made  even  more  vulnerable  by  this  provision.  We  do  not 
intend  to  suggest  that  the  mother  in  a  two-parent  family  should  be  required  to 
work.  We  believe  that  she,  like  the  mother  in  a  fatherless  home,  should  have 
a  choice  about  working,  but  there  certainly  should  not  be  any  discrimination 
against  a  child  in  a  one-parent  family. 

Under  this  bill  children  in  different  states  would  continue  to  be  treated  differ- 
ently and  even  in  the  same  state  there  would  be  differential  treatment  of  children 
depending  upon  such  factors  as  whether  the  father  was  present  or  absent  from 
the  home,  the  number  of  children  in  the  family,  the  working  status  of  the  parents. 
Instead  of  simplyfying  the  welfare  system  by  eliminating  categories  and  elimi- 
nating the  present  inequities,  this  bill  establishes  even  more  differential  groups, 
none  of  which  seem  to  be  justified  on  rational  grounds. 

Complaints  about  the  present  system  of  welfare  have  included  the  complex- 
ities of  its  administration,  and  we  agree  with  these  views.  But  we  believe  that 
the  administration  of  this  bill  would  be  even  more  complex  because  of  the  differ- 
ing federal  and  state  standards.  Separate  applications  must  be  made  for' FAP 
and  state  supplementation  by  the  recipients,  and  different  standards  are  used 
to  determine  the  federal  benefit  and  the  state  supplement  parts  of  a  grant. 
We  believe  that  a  single  federal  standard  should  apply  to  the  entire  grant, 
and  that  there  should  be  a  single,  rather  than  a  dual,  grant  program,  as  there 
is  for  the  adult  categories. 

Although  the  provision  of  sound  and  adequate  child  welfare  services  for  all 
children  in  need  of  them  is  one  of  the  League's  major  concerns  we  can  not  com- 
ment fully  upon  the  service  aspects  of  H.R.  14173  at  this  time  since  another 
bill  promised  by  the  Administration  specifically  dealing  with  social  services, 
has  not  yet  been  made  known  to  us.  We  will,  therefore,  comment  in  a  limited 
way  on  the  services  provisions  included  in  H.R.  14173,  although  the  implications 
of  these  provisions  may  be  changed  by  whatever  is  proposed  in  the  forthcoming 
legislation  dealing  with  service. 

The  League  has  always  urged  the  availability  of  comprehensive  child  welfare 
services  to  proivde  care  and  protection  for  children  both  in  their  own  homes  and 
in  foster  care,  as  well  as  other  services  to  strengthen  family  life  and  to  prepare 
individuals  for  employment  and  self-support.  The  League  believes  that  the 
whole  range  of  family  and  child  welfare  services  should  be  widely  available  to 
all  families  and  children  who  need  them  and  should  not  be  confined  to  any  one 
socioeconomic  group. 

H.R.  14173  continues  to  provide  federal  funding  for  services  for  families 
and  children  as  well  as  the  adult  categories  at  the  75%  rate  of  federal  matching. 
These  services  for  children,  however,  are  restricted  solely  to  children  whose  fam- 
ilies are  receiving,  or  have  received.  Family  Assistance  Payments.  In  the  adult 
categories  language  is  included  which  also  permits  federal  matching  funds 
for  services  supplied  by  the  states  to  persons  wrho  are  "likely  to  become  appli- 
cants for  or  recipients  of  aid".  This  language  presently  applies  to  the  AFDC 
category  and  should  be  restored  for  children  and  families  under  the  new  FAP 
plan.  Since  children's  needs  for  services  are  not  limited  by  their  income  status, 
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this  is  a  wise  and  useful  provision  that  can  help  correct  problems  before  they 
cause  dependency. 

We  note  the  inclusion  in  the  bill  of  special  and  additional  funding  for  day 
care  services.  We  believe  this  is  necessary  and  sound  at  this  time  because  of 
the  acute  shortage  of  day  care  facilities,  but  we  believe  that  the  omission  of  any 
federal  standards  for  such  day  care  is  a  very  great  loss  and  should  be  cor- 
rected. The  language  of  Sec.  40(a)  (15)  (B)  (i)  of  the  present  Social  Security 
Act  should  also  be  restored  in  order  to  insure  the  provision  of  child  care  for 
FAP  children  whose  mothers  are  employed  or  in  training. 

On  August  8, 1969  President  Nixon  stated  that : 

"The  child  care  I  propose  is  more  than  custodial.  This  Administration  is 
committed  to  a  new  emphasis  on  child  development  in  the  first  five  years  of 
life.  The  day  care  that  would  be  part  of  this  plan  would  be  of  a  quality  that  will 
help  in  the  development  of  the  child  and  provide  for  its  health  and  safety,  and 
would  break  the  poverty  cycle  for  this  new  generation.  Greatly  expanded  day- 
care facilities  would  be  provided  for  the  children  of  welfare  mothers  who 
choose  to  work.  However,  these  would  be  day-care  centers  with  a  difference. 
There  is  no  single  ideal  to  which  this  Administration  is  more  firmly  committed 
than  to  the  enriching  of  a  child's  first  five  years  of  life,  and,  thus,  helping  lift 
the  poor  out  of  misery  at  a  time  when  a  lift  can  help  the  most.  Therefore, 
these  day-care  centers  would  offer  more  than  custodial  care ;  they  would  also 
be  devoted  to  the  development  of  vigorous  young  minds  and  bodies." 

There  is  nothing  in  this  bill,  however,  to  insure  that  these  day  care  centers 
would  provide  anything  beyond  custodial  care  or  even  that  this  custodial  care 
would  be  sound.  If  statements  about  the  importance  of  child  development  and 
the  establishment  of  the  Office  of  Child  Development  are  to  amount  to  anything, 
federal  standards  must  be  established  for  day  care  supported  by  federal  funds. 
Day  care  should  be  used  as  a  beneficial  program  for  children  and  not  as  a  "dump- 
ing ground"  in  order  to  require  mothers  to  support  the  family. 

Day  care  facilities  should  be  available,  therefore,  for  all  children  who  need 
this  kind  of  care  and  should  not  be  limited  solely  to  children  of  "welfare 
mothers  who  choose  to  work".  It  should  be  available  for  children  of  non-welfare 
mothers  who  work  as  well  as  for  children  in  need  of  child  development  services. 
Provision  is  made  for  fees  from  families  able  to  pay  for  such  services  under  the 
present  law. 

We  regret  the  omission  of  construction  funds  for  day  care  facilities  within  the 
provisions  of  this  Act.  The  shortage  of  such  facilities  has  been  a  stumbling  block 
to  the  growth  of  day  care  services  in  many  communities.  The  league  supports 
the  use  of  federal  funds  for  necessary  construction  of  day  care  facilities. 

For  additional  discussion  of  the  implication  of  the  day  care  provision,  you 
may  wish  to  refer  to  the  testimony  presented  to  you  on  this  subject  by  the  Day! 
Care  and  Child  Development  Council  of  America,  Inc. 

We  are  also  deeply  concerned  about  child  welfare  services  for  children  not 
covered  by  the  Family  Assistance  Plan.  Appropriations  to  the  states  for  child 
welfare  services,  under  the  provision  of  Section  B.  Title  IV  of  the  Social  Security 
Act  have  fallen  far  short  of  the  authorized  amounts  in  the  law  despite  the  great 
need  for  care  and  services  for  children  in  the  states.  This  has  placed  an  enormous 
financial  burden  on  the  states  to  provide  such  programs  as  foster  care,  adoption, 
protective  services,  and  day  care.  We,  therefore,  continue  to  recommend  federal 
financing  on  a  matching  basis  for  comprehensive  child  welfare  services  in  the 
states  as  exemplified  by  the  Burke-Corman  Child  Welfare  Services  bill  of  1969 
(H.R.  4795).  We  hope  that  the  Administration's  forthcoming  proposed  legislation 
for  services  will  move  in  that  direction  so  that  children's  needs  may  be  more  ade- 
quately met.  In  the  meantime,  we  support  the  present  provision  of  services  for 
children  contained  in  H.R.  14173  provided  that  federal  day  care  standards  are 
restored  to  this  proposal  for  federal  funding  for  day  care  purposes. 

The  CWLA  agrees  that  there  should  be  a  national  policy  with  national 
standards  to  assure  that  all  people,  including  children,  may  have  at  least  a  mini- 
mum standard  of  living  sufficient  to  maintain  health  and  human  decency.  We 
believe  such  a  program  should  provide  incentives  to  productive  activity  and 
encourage  self  reliance.  We  believe  these  programs  should  be  equitable,  and 
efficiently  administered  and  should  be  designed  to  encourage  family  stability, 
protect  the  welfare  of  children  and  respect  the  freedom  of  persons  to  manage 
their  own  lives.  For  those  reasons  we  support  the  purposes  of  H,R.  14173  but 
believe  that  it  needs  to  be  amended  and  improved  if  it  is  to  accomplish  its  stated 
purposes  and  better  serve  the  families  and  children  of  this  nation. 
Sincerely  yours, 

Joseph  H.  Reid,  Executive  Director. 
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Statement  of  Mrs.  Edward  F.  Ryan,  National  PTA  Chairman  for  Legislation, 
National  Congress  of  Parents  and  Teachers 

On  behalf  of  the  National  Congress  of  Parents  and  Teachers,  known  as  the 
National  PTA,  and  the  more  than  ten  million  parents  and  teachers  who  are  its 
members  in  52  state  branches,  we  deeply  appreciate  the  privilege  of  presenting 
the  following  views  in  respect  to  the  President's  welfare  proposals  and  related 
matters. 

A  FEDERAL  INCOME  FLOOR 

We  support  the  concept  of  government  responsibility  to  care  for  those  who 
cannot  adequately  care  for  themselves,  and  the  federal  income  floor  to  implement 
that  responsibility.  We  most  warmly  approve  an  end  to  the  requirement  that  the 
recipient  household  be  without  a  father. 

We  believe,  however,  that  the  proposed  floor  in  unrealistic,  too  low  to  support 
a  decent  standard  of  living  in  most  states,  and  we  urge  that  a  higher  figure  be 
set  for  areas  of  higher  living  costs.  Even  with  a  higher  floor,  moreover,  we  believe 
it  essential  that  a  supplementary  food  stamp  program  be  available.  Otherwise  the 
major  part  of  the  proposed  income  would  be  spent  for  food,  and  the  whole  program 
becomes  unrealistic  as  a  way  out  of  poverty. 

At  the  same  time,  social  services  will  be  needed  to  enable  such  a  low  income  to 
support  the  decent  living  standard  contemplated  by  the  President's  proposals  in 
this  period  of  inflating  costs.  We  urge  a  more  positive  recognition  of  this  need 
than  is  written  in  the  present  bill. 

THE  WORK  REQUIREMENT 

The  concept  of  enabling  families  to  lift  themselves  out  of  poverty  will  be 
heartening  and  welcome  to  the  large  numbers  who  now  live  with  daily  hunger  and 
anxiety.  We  are  convinced,  however,  that  all  who  can  work  wish  to  do  so;  the 
necessity  is  for  training  and  job  opportunities.  We  oppose  the  proposed  work 
requirement  not  only  as  demeaning  but  as  too  easily  administered  to  the  injury 
of  recipients. 

In  our  view  available  employment  services  are  not  prepared  at  this  time  to 
evaluate  "suitable"  employment  for  individuals.  With  the  present  level  of  unem- 
ployment, it  is  likely  that  adequate  jobs  for  all  are  not  now  available.  It  would 
be  idle,  and  could  be  cruel,  to  enact  a  work  requirement  under  such  circumstances. 

There  is  an  opportunity  here  to  get  families  off  the  relief  rolls  for  good  which 
will  be  lost  if  poor  people  are  placed  in  jobs  close  to  the  poverty  line.  Thus!  the 
emphasis  should  be  placed,  we  believe,  on  strengthening  employment  services  to 
enable  them  to  provide  and  coordinate  necessary  training  programs,  and  on  the 
provision  of  job  ladder  opportunities.  At  the  same  time  the  government  must 
retain  responsibility  for  job  provision  as  employer  of  last  resort. 

Whatever  provision  is  made  to  enable  recipients  to  work,  however,  we  believe 
that  no  mother  of  preschool  or  school-age  children  should  be  required  to  work. 

DAY  CARE 

We  share  a  widespread  concern  that  day  care  facilities  will  be  inadequate  to  the 
need  of  those  mothers  who  will  choose  to  work.  We  support  funds  for  provision 
of  facilities,  by  construction  as  well  as  by  purchase  and  remodeling,  according  to 
professional  advice  in  this  field.  We  also  support  the  expediting  of  training  and 
recruitment  programs  for  the  personnel  required.  It  is  essential  that  standards 
be  set  for  the  proposed  day  care  centers  that  will  provide  adequately  for  the 
health,  safety,  and  wholesome  growth  of  the  children  whose  mothers  choose  to 
work.  It  is  further  essential,  in  our  view,  that  care  be  provided  for  the  school-age 
children  of  working  mothers  while  school  is  not  in  session. 

THE  DISREGARDING  OF  EARNINGS 

Tf  the  program  is  to  be  a  realistic  means  of  ending  poverty,  the  incentive  to 
self-support  should  be  a  central  objective.  Since  the  dollar  level  of  self-support 
varies  from  state  to  state,  it  should  be  set  in  cooperation  with  states. 

It  is  then  our  view  that  deduction  of  earnings  above  $720  a  year,  or  any  part  of 
earnings  up  to  the  standard  level,  not  only  discourages  motivation  for  earning 
but  prolongs  the  marginal  living  standard  of  the  family,  thus  tending  to  perpetu- 
ate poverty.  We  believe  that  unrestricted  supplementary  payments  during  the 
needy  period,  plus  vigorous  job  assistance,  will  bring  many  more  people  out  of 
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poverty  into  contributing  citizenship  than  the  niggardly  system  of  giving  with 
one  hand  and  taking  away  with  the  other.  The  productivity  of  people  safely  out 
of  the  poverty  cycle  will  far  outweigh  the  temporary  costs,  and  gives  better  prom- 
ise of  reducing  the  total  burden. 

We  believe  this  program  can  have  far-reaching  benefit  for  children  and  families 
now  locked  in  poverty,  if  shaped  and  administered  with  vision  and  with  under- 
standing of  human  motivation. 

We  are  grateful  for  your  attention  to  our  suggestions  and  to  the  needs  of  so 
many  American  children. 


The  American  Parents  Committee,  Inc., 

Neiv  York,  N.Y.,  November  19,  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Ways  and  Means  Committee,  House  of  Representatives,  Washington, 
D.C. 

Re :  H.R.  14173,  "The  Family  Assistance  Act  of  1969." 

Dear  Mr.  Congressman:  (1)  The  American  Parents  Committee,  which  since 
1947  has  been  working  for  Federal  legislation  on  behalf  of  the  nation's  children, 
approves  of  the  purposes  of  the  above  Bill,  but  feels  that  a  great  many  changes 
are  absolutely  essential. 

(2)  In  a  small  number  of  States  (eight,  we  believe)  the  current  level  of  AFDC 
payments  to  families  with  children  is  extremely  low,  and  this  Bill  should  some- 
what increase  this  level  of  payments.  However,  in  all  the  remaining  States,  it  is 
most  likely  that  the  level  of  payments  to  such  families  will  be  decreased. 

(3)  We  approve  of  the  provision  of  the  Bill  that  includes  coverage  for  families 
with  unemployed  fathers  in  the  home  or  with  employed  fathers  whose  earnings 
fall  below  certain  levels. 

(4)  In  the  Bill  the  Federal  government's  ability  to  enforce  State  supplements 
or  to  protect  the  rights  of  recipients  is  greatly  weakened.  Requirements  for  the 
maintenance  of  adequate  State  appropriations  to  help  needy  children  and  their 
families  may  well  be  unworkable. 

(5)  The  Bill  makes  mandatory  training  and  work  requirements  for  all  mothers 
of  children  over  six.  We  think  this  provision  should  be  modified. 

(6)  We  are  great  believers  in  day  care  centers  for  young  children.  However, 
the  Bill  does  not  provide  for  construction  funds  for  the  day  care  facilities  that 
will  be  required,  nor  is  there  any  provision  for  standards  in  the  Bill  that  would 
require  anything  but  custodial  care  for  the  children. 

(7)  This  Bill  needs  many  modifications  (many  more  than  have  been  enumer- 
ated in  this  letter).  We  do  not  believe  that  testimony  before  a  Congressional 
Committee  will  make  it  possible  to  prepare  legislation  embodying  adequate  pro- 
grams for  the  care  of  the  nation's  children.  We  recommend  that  your  Committee, 
or  on  your  Committee's  request  the  Department  of  Health,  Education,  and 
Welfare,  should  call  promptly  a  conference  of  perhaps  fifty  of  the  outstanding 
authorities  on  the  nation's  child  welfare  needs,  and  that  the  conference  should 
prepare  an  adequate  and  practical  program  for  meeting  such  needs. 

Respectfully  yours, 

George  J.  Hecht,  Chairman. 


Statement  of  Spencer  Williams,  Secretary  of  the  Human  Relations  Agency, 

State  of  California 

I.  introduction 

The  State  of  California  : 

(a)  Supports  the  basic  purposes  and  principles  of  the  President's  Welfare 
Program,  particularly  the  ideas  of :  National  minimum  standards  of  aid ;  equal- 
ity of  treatment ;  strong  work  requirement ;  strong  work  incentive ;  fiscal  relief 
to  state  and  local  government  in  the  field  of  welfare. 

(b)  Supports  HR  14173  in  general  to  the  extent  it  is  consistent  with  these 
ideas,  and  with  the  principle  that  responsible  and  responsive  state  government 
requires  that  states  have  maximum  authority  over  the  allocation  of  the  alloca- 
tion of  the  fiscal  resources  raised  through  state  and  local  taxes. 
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II.   THE  IMPACT  OF  NATIONAL  MINIMUM  STANDARDS  ON  THE  FEDERAL-STATE  WELFARE 

PARTNERSHIP 

The  State  of  California  recommends  that  the  bill  be  amended  as  follows : 
(a)  Modify  those  provisions  which  would  unnecessarily  restrict  a  state's  free- 
dom of  authority  over  the  allocation  of  its  own  fiscal  resources  in  the  welfare 
field. 

(&)  To  the  degree  that  recommendation  "II  a."  above  is  not  carried  out,  in- 
crease the  proportion  of  federal  reimbursement  to  a  level  where  the  increase  in 
federal  reimbursement  matches  the  increase  in  federal  constraints. 

(c)  In  calculating  payments  to  the  states,  Cake  into  account  not  only  the  addi- 
tional aid  payment  costs,  but  the  additional  medical  assistance  costs  (Medi-Oal) 
which  would  result  from  the  caseload  expanding  effect  of  various  provisions  of 
the  bill. 

(d)  Eliminate  the  five-year  limit  placed  on  the  federal  commitment  to  bear  the 
additional  costs  resulting  from  the  bill  over  whatever  specified  percentage  is 
finally  decided  upon. 

III.   THE  FAMILY  ASSISTANCE  PLAN  AND  STATE  SUPPLEMENTATION  OF  FAMILY 

BENEFITS 

The  State  of  California  recommends  that  Section  101  of  the  bill  be  amended 
so  as  to : 

(a)  Establish  a  schedule  adjusted  to  accommodate  regional  differences  in  cost 
of  living  to  govern  the  maximum  amounts  which  a  given  size  family  could  receive 
from  a  combination  of  family  assistance  benefits,  state  supplemental  payments, 
and  outside  income  of  all  kind. 

(&)  Strengthen  the  work  requirement  so  that  (1)  a  man  would  not  have  good 
cause  for  refusing  a  job  within  his  capacity  merely  because  it  happened  to  be 
outside  his  usual  line  of  work;  (2)  failure  without  good  cause  to  accept  work 
or  training  would  result  in  complete  denial  of  family  assistance  benefits  or  state 
supplemental  payments ;  (3)  states  would  be  required  to  have  effective  legal  and 
administrative  provisions  to  protect  the  welfare  of  the  children  of  such  families. 

(c)  Reduce  the  $1,500  property  exemption  to  a  more  reasonable  figure. 

(d)  Eliminate  all  provisions  under  which  certain  portions  of  unearned  income 
would  be  disregarded. 

TV.   MANPOWER  TRAINING 

The  State  of  California  recommends  that  job  training  be  supplemented  by  job 
development  by  amending  Section  102  of  the  bill  to  include  policies  and  funding 
mechanisms  to  encourage  the  private  sector  to  employ  recipients,  and  through 
which  private  nonprofit  organizations  could  employ  recipients  in  work  of  public 
benefit. 

V.  SOCIAL  SERVICES  AND  FOSTER  CARE 

The  State  of  California  recommends  broadened  federal  coverage  of  aid  paid 
by  the  States  to  children  in  foster  care  on  the  basis  that  a  needy  child  who  has 
been  deprived  of  the  care  and  support  of  both  parents  has  as  much  call  upon 
the  national  resources  as  does  the  child  who  has  been  deprived  of  only  one  parent. 

VI.  AID  TO  AGED,  BLIND,  AND  DISABLED 

The  State  of  California  recommends  that  Section  201  of  the  bill  be  amended 
so  as  to : 

(a)  Reduce  the  $1,500  property  exemption  to  a  more  reasonable  figure. 
(6)  Eliminate  the  prohibition  on  requiring  aid  from  responsible  relatives. 

( c)  Eliminate  the  prohibition  on  imposing  liens  against  property. 

(d)  Eliminate  the  provision  requiring  states  to  use  criteria  as  to  disability 
and  blindness  prescribed  by  the  Secretary. 

(e)  Eliminate  the  provision  requiring  states  to  involve  recipients  and  other 
persons  outside  the  government  in  a  periodic  evaluation  of  the  program. 

(/)  Eliminate  the  authority  to  the  Secretary  to  establish  priorities  for  program 
administration  which  would  be  mandatory  upon  the  states. 

(g)  Eliminate  the  authority  for  the  Secretary  to  set  the  maximum  permissable 
level  of  assistance  per  person  for  which  federal  reimbursement  would  be  available. 
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VII.  ADMINISTRATION 

The  State  of  California  welcomes  the  provisions  in  Section  101  and  Section 
201  of  the  bill  which  would  pave  the  way  for  new  and  innovative  modes  of 
cooperation  between  the  Federal  Government  and  the  States  in  the  adminis- 
tration of  these  programs. 

I.  INTRODUCTION 

I  appreciate  the  opportunity  to  submit  this  statement  representing  the  views 
of  Governor  Reagan's  administration  on  this  important  bill.  In  the  course  of  this 
statement  I  will  discuss  the  provisions  of  the  bill  as  they  relate  to  the  following 
major  topics : 

The  Impact  of  National  Minimum  Standards  on  the  Federal-State  Welfare 
Partnership. 

The  Family  Assistance  Plan  and  State  Supplementation  of  These  Benefits. 

Manpower  Training. 

Social  Services  and  Foster  Care. 

Aid  to  the  Aged,  Blind  and  Disabled. 

Administration. 

Before  getting  into  specifics,  however,  I  would  like  to  stress  that  Governor 
Reagan  and  all  of  his  Administration  feel  very  strongly  that  reform  and  basic 
reconstruction  of  our  present  out-moded  public  assistance  system  is  long  overdue. 
It  is  our  belief,  which  is  shared  by  a  broad  cross-section  of  the  people  of  Cali- 
fornia, that  in  the  field  of  public  assistance,  we  are  at  a  crossroads  in  this 
country.  We  must  make  some  critical  decisions  about  how  we  are  going  to  deal 
with  the  burgeoning  costs  of  these  programs,  and  the  basic  directions  they  should 
take.  The  President's  proposals,  and  the  central  ideas  embodied  in  this  bill  repre- 
sent a  major  start  along  this  road. 

We  are  particularly  glad  that  the  direction  being  taken  is  avoiding  the  trap  of 
relying  on  any  single  panacea  such  as  a  negative  income  tax  or  other  so-called 
guaranteed  income  scheme.  The  needs,  circumstances,  characteristics,  and  prob- 
lems of  the  people  involved  are  entirely  too  varied  and  complex  to  yield  to  any 
single  approach,  let  alone  one  which  is  contrary  to  the  work  ethic  of  this  country. 

Furthermore,  we  are  glad  that  the  direction  being  taken  is  basically  consistent 
with  our  own  views  on  the  subject  of  welfare.  I  think  I  can  best  illustrate  this 
compatibility  of  position  by  citing  a  brief  excerpt  from  Governor  Reagan's  mes- 
sage to  the  California  Legislature  this  year  which  accompanied  his  legislative 
program  in  this  field,  together  with  some  excerpts  from  the  President's  welfare 
messages. 

In  his  message,  Governor  Reagan  said  : 

"The  health  and  well-being  of  every  citizen  should  be  of  paramount  importance 
to  all  of  us  as  Californians — to  each  individual,  and  to  our  society  as  a  whole. 

"For  those  who  are  able  and  willing  to  provide  for  themselves,  we  must  make 
every  effort  to  assure  them  of  the  opportunity.  For  those  who  are  incapable  of 
self-sufficiency,  we  must  see  to  it  that  public  assistance  is  provided. 

"Our  goals :  life  preparation  for  the  potentially  self-sufficient ;  and  life  protec- 
tion for  the  permanently  dependent,  the  aged  and  the  disabled. 

"This  administration  has  proposed  and  is  supporting  legislation  to  help  accom- 
plish these  objectives.  No  less  important,  however,  are  the  efforts  we  are  making  to 
expand  employment  opportunities  for  the  disadvantaged  through  close  coopera- 
tion with  the  private  sector. 

"Only  by  developing  practical  alternatives  to  public  dependency  can  we  signifi- 
cantly reduce  welfare  expenditures  in  the  future.  Only  through  the  cooperation 
and  support  of  every  segment  of  our  society  can  we  hope  to  meet  the  social,  eco- 
nomic and  personal  problems  which  give  rise  to  the  need  for  public  assistance. 

"In  the  meantime  we  must  insure  that  the  enormous  sms  of  taxpayer  dollars 
are  administered  in  the  most  efficient  and  equitable  way  possible." 

President  Nixon  in  his  address  to  the  people  on  August  8,  and  in  his  welfare 
message  to  the  Congress  took  these  positions  : 

"A  welfare  system  is  a  success  when  it  takes  care  of  people  who  cannot  take 
care  of  themselves,  and  when  it  helps  employable  people  climb  toward  inde- 
pendence. 

"The  most  glaring  inequity  in  the  old  welfare  system  is  the  exclusion  of  families 
who  are  working  to  pull  themselves  out  of  poverty.  Families  headed  by  a  non- 
worker  often  receive  more  from  welfare  than  families  headed  by  a  husband 
working  full  time  at  very  low  wages.  This  has  been  rightly  resented  by  the  work- 
ing poor,  for  the  rewards  are  just  the  opposite  of  what  they  should  be." 
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"This  new  approach  aims  to  make  it  possible  for  people  wherever  in  America 
they  live  to  receive  their  fair  share  of  opportunities.  It  aims  to  insure  that  people 
receiving  aid  and  who  are  able  to  work  contribute  their  fair  share  of 
productivity." 

"The  family  assistance  program  (in  contrast  with  guaranteed  annual  income 
schemes)  recognizes  a  need  and  establishes  a  responsibility.  It  provides  help  to 
those  in  need,  and  in  turn  requires  that  those  who  receive  help  work  to  the  extent 
of  their  capability.  There  is  no  reason  why  one  person  should  be  taxed  so  that 
another  can  choose  to  live  idly." 

These  positions  taken  by  Governor  Reagan  and  President  Nixon  reflect  very 
deep  seated  feelings  throughout  the  country  about  the  inequities  in  the  present 
welfare  system.  It  is  our  hope  that  our  comments  and  recommendations  on  the 
bill  which  is  before  you  will  be  useful  to  the  Committee  in  dealing  with  this 
crucial  problem. 

H.  THE  IMPACT  OF  NATIONAL  MINIMUM  STANDARDS  ON  THE  FEDERAL-STATE  WELFARE 

PARTNERSHIP 

A  key  feature  of  the  bill  before  you  is  that  it  would  establish  for  the  first  time 
in  the  country's  history  a  set  of  national  minimum  standards  governing  eligibility 
for  and  amount  of  aid.  We  strongly  support  this  principle.  For  some  years,  one 
of  the  major  factors  in  the  rising  costs  of  government  in  States  like  California — 
especially  costs  for  such  services  as  education,  health  and  welfare,  prevention  and 
control  of  crime  and  delinquency — has  been  the  continuing  migration  from  rural 
to  urban  areas  of  people  ill  equipped  to  deal  with  the  complexities  of  city  life, 
and  poorly  prepared  to  meet  the  demands  of  today's  labor  market.  In  many  in- 
stances these  people  have  come  from  states  with  low  assistance  standards  from 
which  they  have  been  forced  to  move  in  order  to  survive,  due  to  lack  of  economic 
opportunities,  coupled  with  pitifully  low  levels  of  assistance  payments  in  their 
home  states.  The  incorporation  of  the  principle  of  national  minimum  standards 
in  this  bill  is  recognition  of  the  fact  that  as  a  country,  we  can  no  longer  tolerate 
the  wide  disparity  in  assistance  payments  now  existing  among  the  States. 

At  the  same  time  that  we  subscribe  to  the  principle  of  national  minimum 
standards,  we  recognize,  as  I  am  sure  you  do,  that  its  implementation  could 
radically  alter  the  terms  and  conditions  of  the  federal-state  partnership  in  this 
field.  This  is  illustrated  by  the  manner  in  which  the  provisions  of  the  bill  before 
you  would  very  severely  restrict  a  State's  freedom  of  action  in  determining  the 
nature,  coverage  and  level  of  its  welfare  programs,  and  most  importantly  its 
authority  over  the  allocation  of  its  own  fiscal  resources.  To  be  specific : 

1.  A  State  would  have  no  realistic  option  but  to  agree  to  make  supplemental 
payments  as  provided  in  Section  101  of  the  bill,  since  failure  to  do  so  would 
result  in  loss  of  federal  reimbursement  for  all  other  federally  aided  programs 
under  the  Social  Security  Act. 

2.  The  required  supplemental  payment  agreement  would  lock  the  state  into 
the  AFDC  program  policies  and  methods  as  of  July  1969.  Under  the  bill  the 
agreement  must  call  for  the  state  program  to  be  governed  among  other  things 
by  the  State  standards  for  determining  need  and  amount  of  grant  in  effect  in 
July  1969,  subject  to  the  maximum  payment  limits  in  effect  at  that  time  and 
further  subject  to  the  federal  requirements  relating  to  determining  need  and 
amount  of  grant  in  effect  at  that  time.  The  bill  would  seem  to  preclude  any 
changes  in  these  important  policy  matters  from  the  status  quo  as  of  July  1969. 
Nowhere  can  we  find  any  language  in  the  bill  under  which  the  Secretary  would 
be  authorized — let  alone  required — to  modify  the  agreement  to  accommodate 
changes  the  State  might  want  to  make. 

3.  The  required  supplemental  payment  agreement  would  place  the  State's 
supplemental  payment  program  for  families  with  children  under  federal  control 
for  all  intents  and  purposes.  In  addition  to  the  factors  outlined  above,  the  State's 
supplemental  aid  program  would  be  governed  by  all  of  the  statutory  provisions 
(and  the  regulations  flowing  from  them)  which  govern  the  federal  Family  As- 
sistance Program  except  for:  (a)  The  provisions  which  set  the  payment  ceilings 
(Section  442(a)(1)  and  442(b)  ;  (b)  The  provision  relating  to  gross  income 
from  trade,  business  or  farming  ( Section  442  ( e ) ) . 

This  tie-in  through  law  and  regulation  between  the  Family  Assistance  Pro- 
gram and  the  state  supplemental  payment  program  brings  into  sharp  focus  the 
very  broad  powers  of  discretion  the  bill  would  give  the  Secretary  with  respect  to 
the  Family  Assistance  Program.  The  manner  in  which  this  discretion  is  exercised 
would  directly  affect  the  costs  of  the  supplemental  programs  and  thus  have  a 
significant  fiscal  impact  on  the  States  either  now  or  in  the  future. 
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We  recognize  and  accept  the  fact  that  all  of  the  specifics  cannot  be  written  into 
the  law,  and  that  the  Secretary  must  have  a  certain  amount  of  administrative 
discretion  for  the  proper  operation  of  the  federal  program.  At  the  same  time,  we 
believe  that  many  of  these  provisions  can  be  tightened.  Furthermore,  the  bill 
should  be  carefully  analyzed  to  identify  those  areas  now  open  to  administrative 
discretion  which  can  be  made  a  matter  of  law  without  hamstringing  program 
operations.  In  addition,  during  the  time  the  bill  is  under  consideration  by  the 
Congress,  we  believe  that  the  States  should  have  the  benefit  of  the  thinking  of 
the  Secretary  about  the  manner  in  which  he  would  exercise  his  discretion  with 
respect  to  particular  matters  which  would  have  an  impact  on  State  programs 
and  costs. 

The  provisions  governing  property  resources,  the  exemption  of  certain  amounts 
of  unearned  income  in  the  family  program,  and  other  eligibility  provisions  all 
of  which  we  will  be  commenting  on  later  in  more  detail,  are  additional  examples 
of  constraints  this  bill  would  place  on  the  States  in  the  area  of  welfare  policy. 
We  believe  that  some  of  these  constraints  could  be  modified  in  such  a  way  so  as 
not  to  jeopardize  the  principle  of  national  uniform  standards. 

We  are  glad  that  the  bill  contains  provisions  which  recognize  to  some  extent, 
the  need  to  accompany  increased  federal  direction  and  control  with  an  increase 
in  the  proportion  of  federal  reimbursement.  However,  we  question  whether  the 
increase  matches  the  constraints. 

Under  the  terms  of  the  bill,  States  like  California  would  be  assured  that  for  a 
period  of  five  years,  their  aid  payment  expenditures  mandated  by  federal  law 
would  not  exceed  90  percent  of  what  they  would  have  been  had  the  bill  not  been 
enacted.  This  would  insure  a  certain  amount  of  fiscal  relief  to  the  State  for  that 
period.  In  the  short  time  available  to  us  since  the  bill  was  introduced,  it  has  not 
been  possible  for  us  to  make  any  precise  estimate  as  to  how  many  state  and  local 
tax  dollars  we  would  have  to  commit  to  the  supplemental  payment  program,  after 
taking  into  account  the  fiscal  relief  features  of  the  bill.  However,  from  our  pre- 
liminary analysis  it  seems  safe  to  say  that  this  would  be  a  very  large  amount  of 
money.  We  subscribe  to  the  principle,  as  I  am  sure  the  President  and  the  Con- 
gress does,  that  responsible  and  responsive  State  government  requires  that  the 
States  have  maximum  authority  over  the  allocation  of  the  fiscal  resources 
raised  through  state  and  local  taxes.  Yet  as  I  have  outlined  above,  the  net  effect 
of  this  bill  would  be  to  deprive  the  State  of  California  of  any  effective  control 
over  the  allocation  of  what  seems  certain  to  be  a  very  large  sum  of  money,  and 
of  any  effective  control  over  the  basic  policies  under  which  it  would  be  expended. 

We  strongly  recommend  that  should  the  Congress  decide  to  proceed  along  lines 
which  would  have  the  effects  outlined  above,  serious  consideration  to  be  given 
to  increasing  the  proportion  of  federal  reimbursement  to  a  level  consistent  with 
the  limitation  placed  upon  the  authority  of  the  States  over  the  programs. 

We  are  also  deeply  concerned  that  the  fiscal  relief  the  bill  does  provide,  would 
be  offset  to  a  certain  extent  by  the  added  State  costs  for  medical  assistance  under 
Title  XIX  which  would  result  from  the  bill.  Any  such  added  costs  to  the  States  are 
explicitly  excluded  from  consideration  in  the  provisions  of  the  bill  governing 
payments  to  the  States  for  supplementation  of  family  assistance  benefits. 

We  do  not  know  at  this  point  just  what  the  full  exent  of  these  added  costs  to 
California  would  be.  However,  there  is  no  question  but  that  the  bill  as  it  stands 
would  increase  expenditures  for  medical  assistance  even  though  it  would  not 
require  States  to  provide  medical  benefits  to  any  groups  not.  now  covered  by 
Title  XIX.  This  would  result  from  the  caseload  expanding  effect  of  these  factors 
in  the  bill : 

(a)  In  adult  aids,  the  proposed  liberalization  of  property  requirements  and 
elimination  of  responsible  relative  requirements,  would  result  in  some  caseload 
increase  in  California.  In  addition,  if  the  Secretary  were  to  exercise  the  authority 
the  bill  would  give  him  over  the  criteria  for  blindness  and  disability  so  as  to 
require  a  State  to  use  more  liberal  criteria  than  are  now  in  effect,  an  additional 
increment  would  be  added  to  the  caseload. 

(d)  In  the  supplemental  payment  program  for  families,  the  bill  would  require 
the  application  of  two  provisions  in  particular  that  would  have  a  caseload 
expanding  effect  in  California.  These  are  the  $1,500  property  limits  and  the 
requirement  for  the  exemption  of  a  certain  amount  of  unearned  income. 

(c)  While  these  two  provisions  would  increase  the  caseload  somewhat,  the 
most  significant  factor  is  the  potential  family  caseload  expansion  which  is  implicit 
in  the  Family  Assistance  plan  as  a  whole.  All  eligible  families  with  children  would 
be  covered  by  the  Family  Assistance  Program,  and  States  like  California  would  be 
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required  to  supplement  the  federal  benefits  (if  any)  they  receive  except  in  the  case 
of  two-parent  families  where  the  father  is  employed  full  time.  This  universal 
coverage  means  that  an  unknown  number  of  families  who  are  not  now  on  AFDC 
would  get  connected  with  the  State  supplemental  payment  program  through  the 
federal  Family  Assistance  Program.  In  other  words.,  the  States  will  not  be 
dealing  with  just  another  income  source  for  the  present  or  currently  projected 
AFDC  caseload,  but  in  effect  a  brand  neic  caseload  of  unknown  size. 

Although  in  many  instances  the  amount  of  the  supplemental  payment  that  the 
State  would  have  to  make  to  these  families  would  be  quite  small,  every  new 
family  added  by  virtue  of  the  operation  of  the  bill  will  result  in  an  increase  in 
cost  to  California  by  50  percent  of  the  average  family  cost  for  medical  assistance, 
and  the  same  thing  of  course  is  true  of  the  aged,  blind,  and  disabled  individuals. 
Thus,  we  strongly  recommend  that  in  calculating  payments  to  the  States  under 
Part  E  of  Title  IV.  the  bill  be  amended  to  take  into  account  not  only  the  addi- 
tional aid  payment  costs,  but  any  additional  medical  assistance  costs  resulting 
from  the  bill. 

In  addition,  and  most  importantly,  we  strongly  recommend  the  elimination  of 
the  five-year  limit  placed  on  the  federal  commitment  to  bear  the  additional  costs 
over  whatever  specified  percentage  is  finally  decided  upon.  This  is  particularly 
important  in  light  of  the  implications  for  caseload  expansion  outlined  above. 

The  long-range  cost  implications  of  these  circumstances  are  obvious.  Thus  it  is 
essential  that  the  Congress  specify  in  this  legislation  its  clear  intention  that 
once  having  set  its  shoulder  to  the  wheel,  the  Federal  Government  will  not  remove 
it.  Otherwise,  at  the  end  of  five  years  (or  any  other  limited  period)  the  States 
may  well  find  themselves  saddled  with  a  considerably  expanded  level  of  program 
expenditures. 

IU.  THE  FAMILY  ASSISTANCE  PLAN  AXD  STATE   STJPPIJ5MENTATION   OF  FAMILY 

BENEFITS 

As  the  President  said  in  his  address  to  the  people  on  August  S.  AFDC  is  the 
program  we  all  normally  think  of  when  we  think  of  welfare.  In  California,  in 
common  with  all  other  States.  The  AFDC  problem  is  the  welfare  problem.  Thus 
the  provisions  which  deal  with  this  problem,  i.e.,  those  covering  the  family  assist- 
ance plan,  and  State  supplementation  of  family  assistance  benefits,  are  in  many 
ways  the  heart  of  this  bill. 

I  am  sure  the  Committee  is  well  aware  of  the  dreary  facts  concerning  the 
runaway  nature  of  the  AFDC  program  and  threat  this  poses  to  the  fiscal  integrity 
of  state  and  local  government.  Thus  there  is  no  need  to  repeat  them  here  other 
than  to  underline  one  crucial  fact  out  of  our  experience  in  California.  For  many 
years  the  number  of  families  that  found  it  necessary  to  utilize  the  public  assist- 
ance program  was  directly  related  to  the  employment  market.  During  this  period 
the  AFDC  caseload  was  substantially  influenced  by  the  trend  of  the  number  of 
unemployed  in  the  State.  During  the  past  five  years  this  relationship  has  changed, 
and  the  AFDC  caseload  has  grown  rapidly  despite  consistent  high  levels  of 
economic  activity  and  relatively  stable  levels  of  unemployment. 

It  is  apparent  to  all  that  this  paradox  of  ever-increasing  caseloads  in  the  face 
of  continued  high  levels  of  economic  activity  cannot  be  dealt  with  effectively  under 
the  present  out-moded  welfare  system.  Thus  we  welcome  the  new  approaches 
proposed  by  the  President,  and  especially  the  three  basic  ideas  which  are  at  their 
core.  These  central  ideas  are  : 

Equitable  treatment  for  all  low-income  families.  Assurance  through  work 
requirements  and  other  means  that  every  employable  person  contributes 
his  fair  share  to  the  production  of  goods  and  services.  Effective  incentives 
for  people  constantly  to  seek  alternatives  to  public  aid.  and  to  make  every 
effort  to  help  themselves. 
These  central  ideas  can  be  briefly  expressed  in  terms  of  three  principles  : 
equality  of  treatment;  work  requirement;  work  incentive,  and  I  will  deal  with 
this  part  of  the  bill  in  terms  of  these  three  principles.  In  order  to  illustrate 
the  manner  in  which  these  ideas  are  carried  out  by  the  provisions  in  the  bill, 
I  will  use  the  situations  represented  by  four  hypothetical  families  who  are 
neighbors  on  the  same  block  in  a  medium  size  city  in  California. 

Equality  of  treatment 

Through  the  provisions  calling  for  universal  coverage  of  all  families  with 
children  by  the  Family  Assistance  Program,  the  provision  of  family  assistance 
benefits  to  the  working  poor,  and  by  the  mandatory  coverage  of  unemployed 
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father  families  in  the  State  supplemental  payment  program,  the  inequities  in 
the  present  system  would  be  considerably  reduced  and  in  some  instances  en- 
tirely eliminated.  Thus  the  bill  as  it  stands  represents  a  major  start  toward 
full  realization  of  this  principle. 

At  the  same  time,  we  should  recognize  that  some  serious  inequities  would 
still  remain.  For  instance,  it  would  still  be  possible  for  a  two-parent  family 
where  the  father  is  working  full  time  at  low  wages  to  have  less  income  than 
families  of  comparable  size  who  are  receiving  state  supplemental  payments.  This 
can  be  illustrated  by  considering  the  situation  of  three  of  our  four  neighboring 
families,  all  of  whom  have  four  children  ages  13,  10,  7  and  5.  The  wage  earners 
have  similar  work-related  expenses,  i.e.,  $300  per  year  for  transportation,  manda- 
tory payroll  deductions  of  10  percent  of  gross  earnings.  None  of  them  have  any 
out-of-pocket  child  care  costs. 

Family  A :  Man,  wife  and  four  children,  with  the  father  working  full  time 
at  the  minimum  wage  of  $1.60  per  hour,  or  $3,300  per  year.  Family  would  receive 
FAB  of  $910  for  a  total  income  of  $4,210  per  year. 

Family  B :  Man,  wife  and  four  children,  with  man  working  only  part-time 
and  earning  $3,000  per  year.  This  family  would  be  eligible  for  Family  Assistance 
Benefits  of  $1,140  plus  a  supplemental  aid  payment  $2,324  for  a  total  income  of 
$6,384.  In  addition,  the  family  would  receive  full  medical  coverage  under  Medi- 
cad  (Medi-Cal  in  California)  which  is  conservatively  estimated  to  be  worth  over 
$500  per  year. 

Family  C :  Woman  and  four  children.  Husband  has  left  the  family  and  is 
making  court-ordered  support  payment  of  $600  per  year.  Woman  is  working 
full  time  earning  $3,300  per  year.  This  family  would  be  eligible  for  Family 
Assistance  Benefits  of  $310  plus  a  supplemental  payment  of  $2,250  for  a  total 
family  income  of  $6,460  plus  full  medical  coverage. 

The  financial  disadvantage  of  Family  A  relative  to  Families  B  and  C  is  obivous. 
We  are  concerned  that  situations  of  this  nature  will  be  wide  spread  enough  as 
to  result  in  the  States  being  under  continuing  and  increasing  pressure  to  provide 
supplemental  aid  out  of  State  and  local  tax  resources. 

We  point  up  these  gaps  in  the  present  bill  solely  to  underscore  the  task  before 
the  country  in  bringing  about  complete  equity  between  all  low  income  families  in 
similar  circumstances.  We  recognize  that  only  so  much  can  be  done  within  the 
constraints  of  available  resources.  Thus  we  support  the  idea  that  the  start  along 
the  road  of  eliminating  inequities  must  be  governed  by  what  the  country  can 
afford,  and  be  consistent  with  sound  fiscal  policy. 

There  are,  however,  two  provisions  in  the  bill  which  we  believe  aggravate  the 
inequities  outlined  above,  the  modification  of  which  would  result  in  a  conservation 
of  public  fiscal  resources  rather  than  a  drain  upon  them.  These  are : 

(a)  The  provisions  under  which  families  could  retain  up  to  $1,500  in  cash 
resources  and  still  be  eligible  to  receive  family  assistance  benefits  and  State 
supplemental  payments.  As  indicated  earlier,  we  recognize  the  need  for  and 
subscribe  to  the  principle  of  uniform  national  standards.  However,  we  strongly 
recommend  that  this  property  exemption  be  reduced  to  a  more  reasonable 
figure. 

(h)  The  provisions  under  which  a  certain  portion  of  unearned  income  must  be 
disregarded  in  determining  eligibility  for  family  assistance  benefits  and  State 
supplemental  payments.  In  our  view  these  provisions  would  serve  to  create 
inequities  where  none  now  exist.  Further,  we  believe  that  the  onhf  basis  upon 
which  income  should  be  disregarded  is  that  of  providing  a  financial  incentive  for 
greater  efforts  toward  self-support.  Exempting  a  portion  of  child  support  pay- 
ments from  absent  fathers  or  a  portion  of  survivor's  benefits  under  OASDHI 
would  do  nothing  to  accomplish  this  purpose. 

In  California  we  have  been  carrying  out  a  continuing  effort  with  all  agencies 
involved  with  the  enforcement  of  parental  support  laws  including  District 
Attorneys,  Courts  and  Probation  departments.  In  this  we  are  trying  to  bring 
about  some  kind  of  relatively  uniform  basis  for  child  support  judgments  to  help 
meet  the  needs  of  dependent  families.  Our  stress  has  been  on  the  need  to  place 
more  of  the  burden  on  the  absent  father  where  it  belongs,  instead  of  on  the 
taxpaver.  Our  efforts  alonsr  these  lines  would  be  severely  comoromised  by  the 
knowledge  that  only  a  portion  of  such  support  payments  would  be  used  for  this 
purpose. 

Finallv,  we  are  concerned  that  the  enactment  of  this  policv  would  open  a 
Pandora's  box.  Once  it  is  declared  public  policv  to  disregard  a  portion  of  OASDHI 
benefits  for  survivors,  pressures  will  immediatelv  build  up  to  applv  the  same 
policy  to  the  OASDHI  benefits  received  by  retired  persons  and  the  disabled. 
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We  strongly  recommend  the  complete  elimination  of  all  unearned  income  dis- 
regard provisions  in  the  bill. 

Work  requirement 

This  principle  is  very  closely  connected  with  the  principle  of  equity.  Here  we 
are  talking  about  equity  between  the  vast  majority  of  recipients  who  are  ready 
and  willing  to  work  when  jobs  are  available,  and  the  small  minority  who  would 
avoid  work  as  much  as  possible,  and  equity  between  the  hard-working  taxpayer 
of  modest  income  and  such  recipients.  The  single  most  important  move  we  could 
take  to  assure  equity  in  this  respect  and  to  restore  public  confidence  in  the 
welfare  system,  would  be  a  policy  under  which  benefits  and  supplemental  pay- 
ments would  be  conditioned  on  those  covered  by  the  work-requirement  policy 
accepting  whatever  jobs  they  can  do,  so  long  as  those  jobs  meet  applicable 
standards  of  law. 

Thus  we  are  in  complete  support  of  the  work-training  requirements  in  this  bill 
as  far  as  they  go.  Our  concern  is  that  they  do  not  go  far  enough.  Specifically,  we 
are  concerned  that  the  only  sanction  which  would  be  exercised  by  the  Federal 
Government  in  the  Family  Assistance  Program  or  which  States  would  be 
permitted  to  use  in  the  supplemental  payment  program  would  be  to  reduce  the 
family  payments  by  the  amount  attributable  to  the  person  who  refused  to  work 
or  participate  in  training. 

As  you  know,  States  have  been  required  to  use  a  similar  kind  of  limited  sanc- 
tion under  the  Work  Incentive  Program.  It  has  been  our  experience  that  this  is 
quite  ineffective.  The  reason  for  this  is  made  clear  when  we  consider  the  fourth 
of  our  hypothetical  four  children.  The  big  difference  is  that  the  father  in  Family 
D  absolutely  refuses  without  any  good  cause  to  go  to  work  or  participate  in  any 
training  program.  Under  the  provisions  of  this  bill,  payments  would  be  calculated 
as  though  the  man  were  not  in  the  family.  This  would  result  in  this  family 
receiving  $1,900  Family  Assistance  Benefits  plus  $1,250  State  supplementation 
for  a  total  of  $3,156.  In  addition,  the  wife  and  children  would  receive  full  medical 
care. 

I  am  sure  that  you  will  agree,  that  to  the  father  in  Family  A,  who  you  recall 
is  working  full  time  with  a  total  income  of  $4,210,  this  sanction  would  appear  to 
be  hardly  more  than  a  slap  on  the  wrist.  Furthermore,  it  might  even  cross  his 
mind  to  wonder  whether  the  difference  in  their  net  family  income  is  worth  all 
the  effort  he  is  making,  considering  that  he  has  to  bear  costs  of  his  family's 
medical  care. 

When  one  considers  the  fact  that  a  man  with  so  little  feeling  of  responsibility 
as  to  avoid  available  work  is  also  likely  to  have  little  feeling  of  responsibility 
for  the  welfare  of  his  family,  how  can  we  expect  this  type  of  sanction  to  be 
effective?  It  has  been  our  experience  that  the  knowledge  on  the  part  of  a  man 
that  failure  to  take  work  or  training  could  result  in  complete  loss  of  family 
payments  is  much  more  effective. 

To  speak  as  the  bill  does  of  the  employable  recipient  losing  his  portion  of  the 
family's  benefit  is  a  complete  misnomer.  In  a  family  situation  there  is  no  such 
thing  as  eliminating  the  payment  for  an  individual  person — if  one  loses,  they  all 
lose.  There  has  always  been  a  dilemma  in  this  matter  of  sanctions  for  refusal  to 
work  which  can  be  expressed  as  follows :  how  to  square  the  notion  of  a  really 
tough,  effective  sanction  against  the  employable  husband  and  father  who  just 
won't  work,  with  the  idea  that  his  wife  and  innocent  children  should  not  be 
permitted  to  go  hungry.  This  proposed  policy,  in  common  with  the  current  WIN 
policy  fails  to  face  this  dilemma  squarely.  Instead  it  says  in  effect,  we  will  just 
make  everyone  (father,  mother,  children)  go  a  little  hungry  by  reducing  the 
total  income  of  the  family,  and  trust  to  luck  that  the  reduced  amount  of  food 
will  be  distributed  equitably  among  all  the  family  members. 

We  recognize  that  there  are  no  easy  nor  ready  answers  to  this  dilemma.  At 
the  same  time,  we  believe  the  time  has  come  to  face  the  problem  squarely.  We 
believe  that  most  States  have  a  body  of  law  under  which  children  can  be  pro- 
tected from  the  acts  of  commission  or  omission  on  the  part  of  their  parents 
which  are  inimical  to  their  welfare.  Where  such  laws  are  not  in  existence  they 
can  be  established.  Where  they  are  ineffectual,  they  can  be  strengthened.  Thus 
we  strongly  recommend : 

( a)  That  a  policy  be  established  under  which  failure  without  good  cause 
to  accept  work  or  training  would  result  in  complete  denial  of  family  assistance 
benefits  or  State  supplemental  payments. 

(I))  That  the  States  under  the  terms  of  their  supplemental  payment  agreement 
with  the  Federal  Government  be  required  to  have  effective  legal  and  administra- 
tive provisions  to  protect  the  welfare  of  the  children  of  such  families. 
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Work  Incentive 

One  of  the  key  elements  in  the  bill  are  the  earned  income  disregard  provisions. 
These  are  designed  to  provide  effective  incentives  for  people  constantly  to  seek 
alternatives  to  public  assistance  and  to  make  every  opportunity  to  help  them- 
selves. As  indicated  earlier,  we  subscribe  to  the  policy  of  exempting  income  for 
this  purpose.  However,  we  are  concerned  that  this  policy  is  still  open-ended  so 
far  as  the  State  supplemental  payment  program  is  concerned.  We  recognize  that 
through  the  operations  of  sections  442(a)(1)  and  442(b)  a  specific  ceiling 
is  placed  on  income  subject  to  exemption  in  the  Family  Assistance  Program. 
However,  in  the  State  supplemental  aid  program,  the  cut-off  point  is  dependent 
upon  the  level  of  aid  standards  in  effect  in  a  particular  State  as  of  July  1969. 
Furthermore,  since  these  exemptions  have  to  be  applied  in  accordance  with 
the  federal  AFDC  regulations  in  effect  at  that  time,  thus  being  based  on  gross 
earnings,  and  with  the  additional  exemption  of  work-related  expenses,  it  would 
still  be  possible  for  some  families  to  receive  supplemental  payments  despite 
relatively  high  gross  earnings. 

To  deal  with  this  problem  we  strongly  recommend  that  the  Committee  give 
serious  consideration  to  developing  a  schedule,  adjusted  to  accommodate  regional 
differences  in  the  cost  of  living,  which  would  govern  the  maximum  amounts 
which  a  given  size  family  could  receive  from  a  combination  of  family  assistance 
benefits,  State  supplemental  payments  and  outside  income  of  all  kinds. 

I  would  like  also  to  call  attention  to  the  fact  that  the  operation  of  these  provi- 
sions in  the  bill  would  give  a  fiscal  advantage  in  certain  circumstances  to  the 
part-time  wage  earner  over  the  full-time  worker,  and  to  family  separation  over 
family  unity.  This  can  be  illustrated  by  looking  again  at  some  of  our  four 
hypothetical  families : 

By  working  full  time  at  the  minimum  wage  the  father  in  Family  A  provides 
his  family  with  a  total  of  $4,210  from  which  you  will  recall  he  must  also  buy 
medical  care  for  his  family  of  six. 

Although  only  working  part-time,  the  father  in  Family  B  is  able  to  provide 
his  family  with  a  total  income  of  $6,384  by  virtue  of  his  eligibility  for  State 
supplemental  payments.  In  addition,  he  and  his  family  receive  full  medical  care 
at  no  cost  to  him. 

Prior  to  the  time  that  the  husband  in  Family  C  left  his  family,  he  was  making 
the  same  as  the  husband  in  Family  A.  Since  leaving  he  has  retained  his  job  (and 
as  indicated  above,  is  making  $600  support  payments)  with  the  result  that  all 
together  he  and  his  wife  have  a  total  income  of  $9,160  plus  medical  care  for 
the  wife  and  children.  The  net  income  of  course  would  be  considerably  less  in 
light  of  the  extra  expense  of  the  husband  having  to  maintain  separate  living 
quarters.  Even  discounting  this,  however,  the  family  could  well  be  better  off 
than  Family  A.  from  a  strictly  financial  point  of  view. 

As  the  President  said  in  his  welfare  message  to  the  Congress,  "People  usually 
follow  their  self-interest".  We  suggest  that  the  Committee  give  the  closest 
scrutiny  to  the  various  provisions  of  the  bill  under  which  adverse  social  results 
would  flow  from  people  following  the  dictates  of  their  financial  self-interest. 

IV.   MANPOWER  TRAINING 

We  are  in  general  support  of  Section  102  of  this  bill  concerning  manpower 
services,  training,  employment  and  day  care  services.  Under,  these  provisions 
in  combination  with  the  provisions  of  Section  103  which  amends  the  welfare  social 
services  program,  there  would  be  a  most  desirable  and  clear-cut  division  of  respon- 
sibility between  Labor  and  Welfare  in  the  area.  The  manner  in  which  these 
responsibilities  would  be  divided  by  the  bill  is  entirely  consistent  with  California 
law  and  the  direction  of  our  Administration. 

Under  the  bill,  Labor  would  have  full  responsibility  for  establishing  the  ]! 
criteria  governing  "good  cause"  for  refusal  of  work  or  training,  and  for  making 
determinations  under  such  criteria.  In  line  with  our  previous  comments  on 
the  basic  importance  of  truly  effective  work  requirement  policies  we  would 
like  to  see  the  Secretary  of  Labor  have  more  specific  statutory  direction  in 
regard  to  his  responsibilities  in  this  matter.  We  recommend,  therefore,  that  the 
Commitee  give  serious  consideration  to  spelling  out  the  bases  upon  which  the 
Secretary  of  Labor  must  develop  his  criteria.  In  this  regard  we  recommend  that 
the  law  specify  in  effect  that  (assuming  no  other  contra  factors)  a  man  would 
not  have  good  cause  for  refusing  a  job  within  his  capacity  merely  because  it 
happened  to  be  outside  of  his  usual  line  of  work.  We  further  recommend  that 
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the  Congress  make  clear  its  intent  that  the  administrative  procedures  involved 
be  designed  to  assure  swift  and  certain  action  with  respect  to  that  .small 
minority  who  would  shirk  their  responsibilities. 

Although  as  just  indicated  we  are  generally  favorable  to  these  manpower  train- 
ing provisions,  we  are  concerned  that  the  bill  does  not  deal  adequately  with  the 
problem  of  jobs.  I  think  we  must  recognize  the  fact  that  while  the  distribution 
within  the  population  of  intelligence,  abilities  and  natural  aptitudes  has  not  been 
changing  to  any  perceptible  degree,  there  have  been  vast  changes  in  the  distribu- 
tion of  jobs  in  relation  to  the  kinds  of  skills,  abilities  and  aptitudes  they  require. 
In  a  nutshell,  the  market  for  unskilled  labor  is  rapidly  contracting,  but  the  pool 
of  available  labor  without  the  requisite  skills  and  abilities,  is  constantly  growing 
at  about  the  same  rate  as  the  population.  Training  of  course  is  the  answer  for 
those  who  have  the  ability  to  acquire  high-demand  skills.  But  for  an  ever  in- 
creasing number,  training  programs  in  and  of  themselves  will  not  deal  with  this 
problem. 

One  approach  would  be  to  build  on  and  expand  the  provision  already  in  this  sec- 
tion of  the  bill  which  directs  the  Secretary  of  Labor  to  provide  "incentives  to 
public  or  private  employers  to  hire  and  train  these  persons  (including  reimburse- 
ment for  a  limited  period  when  an  employee  may  not  be  fully  productive)."  We 
are  confident  that  ways  can  be  devised  to  involve  the  private  sector  and  apply 
the  energy  of  the  market  to  this  problem,  and  to  do  this  in  such  a  way  as  to  assure 
that  the  basic  public  purposes  involved  will  be  carried  out. 

Another  approach  would  be  to  build  on  the  special  work  project  program  which 
the  Secretary  of  Labor  is  directed  to  use  under  this  section  of  the  bill,  but  with 
particular  attention  given  to  the  use  of  private  nonprofit  organizations  as 
sponsors.  For  instance,  the  creation  of  such  nonprofit  private  organizations  might 
be  stimulated  for  the  express  purpose,  of  accomplishing  work  that  would  be  of 
public  benefit,  with  such  organizations  raising  the  necessary  nonpublic  share 
of  the  wage  costs  as  well  as  their  general  overhead  through  some  kind  of  public- 
subscription  along  the  lines  of  the  United  Crusade. 

We  believe  that  it  would  be  sound  public  policy  to  use  moneys  which  would 
otherwise  be  paid  to  recipients  as  benefits  or  supplemental  assistance  payments  to 
fund  the  public  share  of  the  costs  of  such  programs.  Through  such  programs  and 
funding  mechanisms  people  could  receive  pay  checks  instead  of  benefit  payments. 
We  would  hope  that  the  Committee  will  give  serious  consideration  to  these  and 
other  similar  ideas  for  dealing  with  the  problem  of  jobs. 

V.   SOCIAL  SEEVICE5  AXD  FOSTEE  CAEE 

In  the  matter  of  social  services  we  are  pleased  to  see  the  greater  flexibility  for 
the  States  that  appears  to  be  present  in  this  bill.  We  note  for  instance  that  there 
would  be  no  flat  statutory  requirement  for  the  statewide  provision  of  whatever 
social  services  the  State  includes  in  its  plan  for  families  or  adults.  Rather  the 
matter  would  be  subject  to  regulation  by  the  Secretary.  In  addition,  we  note  that 
social  services  for  needy  families  with  children  would  be  optional  with  the  States 
in  common  with  social  services  in  the  adult  aid  category. 

We  understand  that  additional  legislation  on  this  subject  is  under  development 
which  would  provide  even  more  flexibility  to  the  States.  We  welcome  this  de- 
velopment and  look  forward  to  the  opportunity  of  presenting  testimony  on  it  at 
the  appropriate  time.  We  also  understand  that  this  new  legislation  may  also 
provide  for  broadened  federal  coverage  of  aid  paid  by  the  States  to  children  in 
foster  care.  The  very  limited  federal  coverage  the  law  now  provides,  and  which 
is  continued  unchanged  in  the  bill  now  before  you.  is  a  long  standing  concern 
of  California  and  many  other  States.  For  instance  of  the  32.150  children  for 
whom  we  are  now  making  foster  care  payments,  less  than  7.075  are  covered  by 
the  federal  law.  With  respect  to  these,  the  increased  federal  reimbursement 
provided  by  the  bill  will  be  helpful.  For  all  the  rest.  i.e.  more  than  25.000,  the 
cost — some  S38.5  million  per  year,  would  continue  to  be  borne  by  State  and  local 
taxpayers.  I  might  add  that  this  matter  is  also  a  long  standing  concern  of  the 
National  Association  of  Counties. 

We  are  looking  forward  to  the  day  when  the  federal  policy  on  this  subject  will 
be  based  on  the  recognition  that  a  needy  child  who  has  been  deprived  of  the 
care  and  support  of  both  parents  has  as  much  call  upon  the  national  resources  as 
does  the  child  who  has  been  deprived  of  only  one  parent. 
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VI.  AID  TO  AGED,  BLIND  AND  DISABLED 

Earlier  in  this  statement,  I  said  that  we  believed  that  a  number  of  the  con- 
straints this  bill  places  upon  the  states  in  the  area  of  policy  formulation  could 
be  relaxed  or  eliminated  without  jeopardizing  the  principle  of  minimum  national 
standards  to  which  we  subscribe.  Section  201  of  the  bill  which  provides  for  an 
integrated  program  of  aid  to  the,  aged,  blind  and  disabled,  contains  a  number  of 
such  constraints.  In  addition,  we  consider  some  of  the  policies  which  would  be 
required  by  this  section  to  be  socially  unsound.  We  are  particularly  concerned 
about  the  following : 

$1,500  Property  Exemption. — As  indicated  earlier  in  discussing  this  same  ex- 
emption in  the  family  program,  we  believe  this  amount  should  be  reduced  to  a 
more  reasonable  figure. 

Responsible  Relatives. — The  bill  would  prohibit  the  States  from  requiring 
support  of  aged,  blind  or  disabled  recipients  from  their  adult  children.  We 
believe  that  responsible  relative  policies  should  assure  that  the  criteria  used 
for  determining  the  level  of  contributions  and  the  administrative  methods  em- 
ployed must  not  be  divisive  to  family  relationships.  At  the  same  time,  we  believe 
that  a  flat  prohibition  against  such  policies  would  be  socially  unsound,  and  we 
strongly  recommend  that  this  provision  be  eliminated.  One  of  the  most  serious 
problems  facing  this  country  is  the  continuing  erosion  of  family  solidarity  and 
feelings  of  mutual  responsibility.  We  believe  that  with  strong  leadership  at  all 
levels  of  government,  it  is  possible  to  stem  this  trend  and  possibly  reverse  it. 
We  believe  it  would  be  a  tragic  mistake  to  place  the  blessing  of  federal  public 
policy  on  this  erosion  of  filial  responsibility. 

Liens. — The  bill  would  prohibit  States  from  imposing  liens  against  the  prop- 
erty of  any  individual  or  his  estate  on  account  of  aid  paid  to  him.  We  believe 
such  a  prohibition  is  an  unnecessary  constraint  upon  the  States  and  should  be 
removed  from  the  bill.  California  does  not  have  a  lien  provision  in  its  law  at 
the  present  time,  but  we  are  planning  to  ask  the  Legislature  to  enact  one.  A  lien 
provision  does  not  penalize  the  recipient  nor  does  it  deprive  him  of  the  full  use 
of  his  property  while  he  or  his  spouse  require  it.  Moreover,  the  imposition  of  a 
lien  is  equitable  to  all  taxpayers. 

Criteria  for  Disability  and  Blindness. — The  bill  would  require  the  States  to 
use  criteria  as  to  disability  and  blindness  as  prescribed  by  the  Secretary.  We  do 
not  believe  this  constraint  is  essential,  and  recommend  it  be  eliminated.  Ever 
since  the  enactment  of  the  Social  Security  Act,  the  States  have  had  the  authority 
to  establish  these  criteria.  We  have  seen  no  evidence  that  the  States  have  abused 
this  authority  to  the  disadvantage  of  the  blind  or  disabled. 

Involvement  of  Recipients. — The  bill  would  require  the  States  to  involve  re- 
cipients and  other  persons  outside  of  the  government  in  a  periodic  evaluation 
of  the  operation  of  this  program.  While  such  a  course  may  in  fact  be  desirable 
under  certain  circumstances  and  at  certain  times,  we  believe  this  should  be  a 
matter  within  the  authority  of  state  government.  Thus  we  recommend  the 
elimination  of  this  requirement. 

Establishment  of  Priorities. — The  bill  would  direct  the  Secretary  to  establish 
priorities  for  program  administration  and  the  provision  of  services  which  the 
State  would  have  to  observe.  Although  we  consider  it  altogether  proper  for  the 
Federal  Government  to  make  recommendations  along  these  lines,  we  believe  that 
in  the  final  analysis  the  State  must  have  the  authority  to  set  its  own  priorities 
consistent  with  the  basic  purposes  and  objectives  for  the  program  as  set  forth  in 
the  federal  law.  We  recommend  this  provision  be  eliminated. 

With  respect  to  the  funding  of  aid  to  the  aged,  blind  and  disabled,  we  are  of 
course  pleased  with  the  uniform  and  more  favorable  formula  for  federal  reim- 
bursement contained  in  the  bill.  We  do  have  a  concern,  however,  regarding  the 
language  which  would  give  the  Secretary  the  power  to  set  the  maximum  per- 
missible level  of  assistance  per  person  in  the  adult  aids  to  which  the  25  percent 
rate  of  federal  reimbursement  would  apply. 

Although  we  are  in  complete  agreement  as  to  the  need  and  desirability  of  a 
national  minimum  standard  of  aid  for  these  programs,  we  do  not  believe  that 
it  is  either  necessary  or  desirable  to  set  a  federal  maximum.  Accordingly,  we 
strongly  recommend  the  deletion  of  this  provision. 

VII.  ADMINISTRATION 

We  are  very  glad  to  see  provisions  in  the  bill  which  would  pave  the  way  for 
new  and  innovative  modes  of  cooperation  between  the  Federal  Government  and 
the  States  in  the  administration  of  these  programs.  Specifically,  I  am  referring 
to: 
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(a)  The  provisions  in  Section  101  of  the  bill  under  which  the  Secretary  can 
agree  to  administer  and  disburse  the  supplementary  payments  on  behalf  of  a 
State,  and  under  which  a  State  can  agree  to  administer  portions  of  the  Family 
Assistance  program  on  behalf  of  the  Federal  Government  with  respect  to  all 
or  specified  families  in  the  State.  The  flexibility  in  administrative  arrangements 
which  these  provisions  make  possible  are  most  welcome. 

(&)  The  provisions  in  Section  201  of  the  bill  which  authorize  the  Secretary 
to  enter  into  agreement  with  a  State  to  make  adult  aid  payments  directly  to 
those  the  State  has  found  eligible  and  in  the  amount  determined  by  the  State.  We 
believe  that  this  is  a  very  significant  break-through  which  could  pave  the  way 
for  the  eventual  integration  of  appropriate  portions  of  the  adult  aid  programs 
with  the  Social  Security  system. 

VIII.  CONCLUSION 

As  indicated  earlier  in  discussing  the  fiscal  impact  of  the  bill,  this  statement 
has  been  based  on  what  is  essentially  a  preliminary  analysis  of  the  bill.  I  would 
hope  that  to  the  extent  indicated  by  our  more  detailed  analysis,  we  would  have 
the  opportunity  to  submit  additional  comments  during  the  course  of  the  Com- 
mittee's consideration  of  this  legislation. 

In  1968,  after  describing  his  walfare  goals  to  the  Legislature,  Governor 
Reagan  said  something  which  I  think  is  very  applicable  to  the  bill  before  you. 
He  said:  "Achieving  these  objectives  will  be  no  easy  task,  nor  one  quickly 
accomplished.  The  legacy  of  despair  and  pessimism  left  through  the  decades  by 
the  current  system  will  be  slow  to  reverse,  but  we  can  start." 

The  Governor  and  all  of  us  in  his  administration  believe  that  this  bill  rep- 
resents a  very  good  start  indeed. 


Statement  of  Haeold  O.  Swank,  Director  ;  Illinois  Department  of  Public  Aid 

As  Director  of  the  Illinois  Department  of  Public  Aid,  I  am  extremely  happy 
to  have  this  opportunity  to  discuss  some  of  the  aspects  of  President  Nixon's  legis- 
lative program  for  welfare  reform. 

House  Bill  14173  contains  a  variety  of  interesting  and  significant  program  in- 
novations. At  long  last  there  would  be  a  Federal  program  for  the  working  poor 
now  excluded  from  Federal  categorical  assistance  programs.  For  the  first  time 
there  would  be  a  national  minimum  standard  for  recipients  of  welfare  payments. 
The  context  of  welfare  assistance  has  been  redefined ;  the  proposed  program  ad- 
dresses itself  not  only  to  financial  assistance,  but  also  provides  incentives  for  the 
needy  to  leave  what  seems  to  have  been  a  self -perpetuating  cycle  of  welfare  de- 
pendency. The  Xixon  Administration  has,  in  the  form  of  House  Bill  14173,  taken 
a  bold  initiative  against  one  of  contemporary  government's  major  problem  areas. 
As  an  overriding  general  appraisal,  then,  I  must  support  the  theory  of  the  pro- 
posed reform.  In  the  light  of  my  favorable  impressions,  I  should  now  like  to 
address  some  of  the  specifics  of  this  legislation. 

AID  TO  THE  AGED,  BLIND  AND  DISABLED 

The  proposed  program  for  Aid  to  the  Aged,  Blind,  and  Disabled  sets  a  national 
minimum  standard  of  $90  per  recipient.  Establishment  of  a  minimum  standard 
is  laudatory,  but  a  minimum  standard  should  take  into  account  needs  on  an 
individual  basis,  threby  establishing  an  average  rather  than  an  absolute  $90 
minimum  standard. 

A  particularly  important  feature  of  this  proposal  is  the  fact  that  the  Federal 
Government  would  participate  in  every  State  dollar  spent  up  to  the  minimum  of 
$90  and  would  then  reward  those  states  providing  an  assistance  level  above  the 
national  minimum  by  continuing  to  match  a  part  of  the  state's  expenditures 
up  to  a  maximum  to  be  set  by  the  Secretary  of  the  Department  of  Health,  Educa- 
tion, and  Welfare. 

Equally  important  is  the  fact  that  the  State  and  Federal  Governments  will 
share  together  in  taking  credit  for  earned  and  unearned  recipient  income.  This 
is,  the  total  amount  of  aid  for  which  a  recipient  is  eligible  will  be  reduced  by  an 
amount  equal  to  his  other  income  leaving  the  remainder  to  be  paid  by  both  Fed- 
eral and  State  dollars. 

In  terms  of  coverage,  the  new  legislation  would  extend  coverage  from  those 
permanently  and  totally  disabled  to  those  severely  disabled.  While  the  State  of 
Illinois  is  in  accord  with  this  charge,  the  redefinition  of  those  eligible — the  sev- 
erely disabled — needs  clarification. 
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AID  TO  DEPENDENT  CHILDREN 

The  variety  of  perspectives  and  biases  involved  in  consideration  of  the  current 
program  of  Aid  to  Dependent  Children  suggest  that  no  new  piece  of  legislation 
on  the  subject  would  satisfy  the  entire  spectrum  of  critics.  The  proposed  Family 
Assistance  Plan,  therefore,  is  bound  to  receive  its  share  of  criticism.  The  Program, 
however,  is  a  sound  beginning.  It  effectively  establishes  a  national  minimum 
standard.  It  increases  the  amount  of  Federal  dollar  participation  in  the  Aid  to 
Dependent  Children  category. 

There  are,  however,  some  inconsistencies  and  problems  embodied  in  the  pro- 
posal which  deserve  discussion. 

First,  the  proposed  formula  provides  essentially  no  incentive  for  the  states 
to  raise  their  payment  levels  above  the  minimums  prescribed  by  the  legislation. 
The  new  legislation  establishes  a  minimum  standard  funded  100  percent  by  the 
Federal  Government,  and  leaves  virtually  all  additional  supplementation  to  the 
States.  This  is  in  contrast  to  the  proposed  program  for  AABD  in  which  the 
Federal  Government  would  in  part  match  greater  state  efforts.  As  a  consequence 
in  the  ADC  program,  those  states  at  the  minimum  contribution  level  will  have  no 
incentive  to  improve  and  those  States  already  making  a  strong  effort  will  receive 
no  additional  reward. 

Second,  the  proposed  treatment  of  earned  income  is  a  reversal  of  current  prac« 
tice  and  is  inconsistent  with  the  treatment  of  income  by  the  new  legislation  for 
the  Aged,  Blind  and  Disabled  category.  Current  practice  sees  those  States  which 
grant  more  than  the  Federal  maximum  taking  full  credit  for  recipient  income. 
Under  the  proposed  formula  the  Federal  Government  will  receive  the  lion's  share 
of  the  credit  for  recipient  income.  As  I  pointed  out  earlier,  the  proposed  handling 
of  income  in  the  Aged,  Blind  and  Disabled  category  preserves  the  State's  right  to 
receive  most  of  the  benefit  from  recipient  income. 

I  strongly  urge  that  the  Administration  reconsider  this  aspect  of  the  bill.  The 
proposed  treatment  costs  the  states  money.  Perhaps  more  significant,  the  proposed 
treatment  blunts  the  States'  incentive  to  provide  employment  for  recipients  since 
the  Federal  Government  will  take  credit  for  most  of  the  income  derived. 

AID  TO  THE  WORKING  POOR 

The  inclusion  of  the  working  poor  in  a  Federal  program  is  a  bold  and  con- 
structive decision  on  the  part  of  the  Administration.  This  decision  is  long  over- 
due. While  State  and  Local  efforts  have  provided  General  Assistance  programs  in 
some  states,  the  lack  of  Federal  support  has  resulted  in  a  much  spottier  and 
more  slowly  developing  program  in  this  category  than  in  others. 

The  failure  on  the  part  of  the  proposed  legislation  to  mandate  State  partici- 
pation and  recognize  additional  State  costs  is  a  severe  detriment.  There  will  be 
great  pressure  for  State  supplementation  on  the  very  sensible  premise  that  the 
working  poor  are  not  distinguishable  from  the  Aid  to  Dependent  Children  recipi- 
ents. The  result  will  be  a  serious  conflict  in  many  state  legislatures  between  the 
pressures  to  provide  an  equitable  welfare  program  on  the  one  hand  and  a 
recognition  of  the  great  cost  implications  on  the  other. 

In  the  more  progressive  States,  State  supplementation  will  probably  become 
a  reality.  Then  the  growth  in  caseloads  and  the  additional  State  dollars  will 
predictably  obliterate  the  dollar  advantages  accruing  to  those  states  by  virtue 
of  the  greater  Federal  participation  in  existing  programs. 

Consideration  should  be  given,  as  in  the  Aid  to  Dependent  Children  category 
to  provision  of  Federal  matching  above  the  minimum  standard  in  order  to 
reward  greater  effort  and  to  ease  the  burden  of  the  large  caseload  implicit  in 
the  working  poor  category.  Without  some  revision  of  this  sort,  the  future  of  a 
laudable  initiative  by  the  President  stands  in  jeopardy. 

DAY  CARE/ MANDATORY  WORK  REQUIREMENT 

One  of  the  key  features  of  this  legislation  is  the  mandatory  work  require- 
ment and  the  supporting  day  care  initiative.  There  is  no  doubt  that  these  stipu- 
lations directly  focus  upon  the  current  problem  of  ever-increasing  welfare 
dependency.  In  Illinois,  however,  exemption  of  mothers  with  children  under  six 
years  of  age  serves  to  take  some  two-thirds  of  the  potential  population  out  from 
under  the  ambit  of  this  proviso.  This  leads  me  to  urge  reconsideration  if  this 
condition  is  typical  of  the  other  states. 
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RECAPITULATION 

In  brief  recapitulation,  then,  some  of  the  technical  points  of  this  bill  require 
close  scrutiny  and  reassessment.  The  package  in  broad  terms,  however,  is  a 
credible  and  bold  step  in  what  I  consider  to  be  the  right  direction. 

Comments  of  Harold  O.  Swank,  Director,  Illinois  Department  of 

Public  Aid 

The  President's  proposals  for  reform  of  the  current  welfare  system,  as  con- 
tained in  HR  14173  (Byrnes,  et  al)  introduced  in  the  House  on  October  3,  and 
in  S  2986  (Scott,  et  al)  introduced  in  the  Senate  on  October  2,  make  a  substan- 
tial beginning  in  the  direction  of  a  basic  restructuring  of  the  system. 

A  basic  restructuring — as  against  piecemeal  improvement — is  imperative  if 
this  nation  is  to  come  to  grips  with  the  persistent  problem  of  poverty  and  its 
erosive  effect  upon  the  national  well-being.  It  has  also  become  an  expectation 
on  the  part  of  the  general  public,  as  well  as  the  poor,  as  a  result  of  the  declared 
objectives  of  the  legislation  as  explained  by  the  President  and  his  aides  and 
interpreted  in  the  mass  media. 

Fiscal  limitations,  to  be  sure,  together  with  necessary  requirements  for  an 
orderly  changeover  to  a  new  State  as  well  as  national  approach  to  welfare  policy, 
require  reasonable  compromise  between  expectation  and  the  first  undertakings 
to  meet  that  expectation.  But  any  compromise  must  be  consistent  with  the  stated 
objectives  and  constitute  a  clear  step  in  the  direction  of  eventual  achievement. 
Otherwise,  prudence  might  well  dictate  abandonment  of  any  piecemeal  "patching" 
of  the  existing  structure,  pending  a  more  certain  fiscal  climate  and  policy  con- 
sensus for  more  fundamental  reform. 

Illinois  believes  with  the  President,  that  more  fundamental  reform  is  due 
now — and  can  be  done  now.  It  believes  further  that  the  fiscal  means  can  be 
found  within  the  Federal  Government  and  within  the  States  to  finance  such 
reform.  It  believes  also  that  the  general  public  throughout  the  nation  will  sup- 
port such  reform.  But  unless  the  details  of  the  proposals  as  contained  in  the 
Bills  now  before  the  Congress  are  amended  to  correct  certain  important  omis- 
sions and  inconsistencies  operating  to  defeat  declared  objectives,  and  unless 
certain  details  of  policy  which  may  open  the  proposed  programs  to  abuse  are 
modified,  the  measures  may  not  only  fail  to  fulfill  the  reasonable  expectations  of 
the  poor  and  others  interested  in  welfare  reform  but  they  might  well  diminish 
public  support  of  the  new  directions  the  Federal  Government  intends  to  set  in 
motion  through  the  legislation. 

From  this  basic  viewpoint,  the  Illinois  Department  of  Public  Aid  here  offers 
its  evaluation  of  the  basic  reforms  proposed  by  this  legislation  (as  we  under- 
stand them)  and  its  suggestions  for  corrections  which  it  consider  vital  if  the 
legislation  is  to  achieve  its  objectives  as  stated  by  the  President  and  those 
explaining  the  legislation  in  his  behalf. 

MAJOR  REFORMS   INITIATED  BY  THE  LEGISLATION 

The  Department  sees  the  following  as  the  most  significant  of  the  reforms  which 
would  be  initiated  by  the  legislation.  Some  will  require  expansion  or  clarifica- 
tion if  they  are  to  be  carried  out  to  achieve  their  objectives  in  full.  All,  nonethe- 
less, constitute  basic  and  long  overdue  movement  toward  fundamental  correction 
of  the  present  system  : 

1.  A  beginning  has  been  made  toward  establishing  a  minimum  national  stand- 
ard for  public  assistance  to  the  needy. 

This  major  reform  is  clearly  taken  in  the  present  legislation  only  in  behalf 
of  the  "adult"  category,  namely  that  for  the  aged,  the  blind  and  the  disabled 
(the  AABD  program).  Here  the  Federal  Government  sets  a  minimum  payment 
of  Federal  funds  of  $50  per  month  per  person,  with  the  States  required  to 
supplement  this  payment  so  that  each  individual  will  have  not  less  than  $90  per 
month  for  basic  maintenance  (excluding  medical).  This  $90  per  month  may  be 
derived  from  any  combination  of  Federal  funds,  State  funds  and  earned  and 
unearned  income  not  considered  exempt  from  consideration  by  law  or  regulation. 
(As  will  be  discussed  later  in  these  Comments,  this  $90  minimum  cash  require- 
ment may  be  too  high  in  light  of  the  wide  variation  in  living  costs,  particularly 
in  the  area  of  shelter  costs. ) 

A  beginning  may  also  have  been  made — depending  upon  what  interpretation 
is  intended  for  the  language  of  the  Bill — toward  establishing  a  minimum  stand- 
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ard  for  the  Family  Assistance  program.  Here,  the  Federal  Government,  under 
the  Bill,  will  assure  that  all  families  with  children  will  have  income  which  is 
not  less  than  $500  for  the  first  two  members  of  the  family  and  $300  for  each  of 
the  additional  members. 

As  against  a  maximum  Federal  payment  in  Illinois  under  the  present  law  of 
$22  per  month  per  person  after  the  State  makes  payments  above  a  stipulated 
amount,  the  proposal  reverses  the  arrangement  besides  elevating  the  Federal 
payment  level.  The  new  program  will  begin  with  a  Federal  payment  of  $33.33 
for  each  member  in  a  family  with  no  income  at  all — the  publicized  $1600  Federal 
payment  for  a  family  of  four.  State  supplementation  then  follows — but  a  mini- 
mum national  standard  is  not  set  for  this  supplementation,  either  in  terms  of 
a  dollar  figure  (as  is  done  for  the  AABD  program)  or  in  terms  of  quantity  and 
quality  of  the  goods  and  services  to  be  included  in  the  standard.  Instead,  the 
States  will  be  required  to  supplement  the  Federal  benefit  at  the  level  of  their 
cost  standards  in  effect  on  July  1969,  with  downward  adjustment,  however,  in 
the  supplementation  for  any  State  limitations  at  that  time  imposed  by  maximum 
payment  stipulations  or  percentage  reduction  formulas  in  the  cost  standard.  To 
express  it  another  way,  States  must  continue  to  put  up — either  by  payments  to 
families  directly  or  to  the  Federal  Government  for  payments  to  the  family — an 
amount  for  supplementation  of  families  which  is  commensurate  with  their  July, 
1969  levels  of  granting  assistance  (exact  minimum  formula  not  clear),  but  in  no 
event  will  a  State  be  required  to  spend  more  than  90%  of  the  expenditure  level 
in  effect  in  July,  1969  (again,  the  specifics  of  the  formula  are  not  clear). 

If  the  provision  allowing  for  downward  adjustment  for  maximum  payment 
stipulations  or  percentage  reduction  formulas  is  interpreted  as  permitting  a 
State  such  as  Mississippi — which  has  a  limitation  of  $54  per  month,  or  $648 
per  year,  on  its  AFDC  payment  of  State  and  Federal  funds  for  a  family  of  four 
with  no  income — to  supply  no  supplementation  whatsoever  to  the  Federal  $1600 
benefit,  or  to  supplement  that  benefit  by  only  50  per  cent  of  the  State's  current 
share  of  the  present  AFDC  grant  (by  $39.60,  compared  with  its  present  State- 
money  expenditure  of  $79.20  for  the  family),  then  the  proposal  would  operate 
only  to  perpetuate  the  wide  variation  that  now  exists  in  payment  levels  for  the 
family  program.  This  outcome  would  run  directly  counter  to  the  structural 
reform  declared  by  Secretary  Finch  in  his  explanation  of  the  legislation  as 
inserted  in  the  Congressional  Record  on  October  2  when  S  2986  was  introduced 
by  Senator  Scott.  In  this  statement,  Secretary  Finch  said :  "The  first  priority  of 
the  family  assistance  plan  has  been  to  remove,  or  at  least  minimize  the  inequities 
of  present  welfare  policies".  Perpetuation  of  Mississippi's  (plus  other  states  as 
well)  payment  level  relative  to  payment  levels  in  the  higher  grant  States — even 
with  the  elevation  from  $648  to  $1600  effected  by  the  Federal  payment — does 
not  minimize,  let  alone  remove,  the  disparity.  Rather,  the  disparity  would  clearly 
continue  since  States  now  paying  four  times  or  more  of  the  Mississippi  payment 
level  are  required,  under  the  legislation,  to  maintain  their  supplementation  at 
the  higher  levels. 

If,  however,  this  provision  for  downward  adjustment  is  intended  to  be  inter- 
preted as  requiring  a  State  to  apply  its  cost  standard,  deduct  the  Federal  benefit, 
and  then  put  in  the  indicated  supplement,  but  with  downward  adjustment  to  the 
payment  level  as  of  July  1969,  the  Bill's  provision  would  actually  work  in  such 
a  way  that  in  most  States  even  those  with  payment  levels  currently  reduced 
below  cost  standards — families  with  children  will  be  provided  a  level  of  main- 
tenance equal  to  the  amounts  the  States  themselves  say  are  necessary  to  pur- 
chase basic  maintenance  at  a  level  of  health  and  well-being.  In  the  case  of 
Mississippi — which  had  a  cost  standard  in  April  1968  for  a  family  of  4  with 
"highest"  maintenance  needs  of  $201  per  month  (HEW-NCSS  Report  D-2 
(4-68) ),  the  provision  would  work  out  so  that  this  family  with  no  income  would 
fall  short  by  only  $168  per  year  in  money  to  meet  its  maintenance  needs  under 
Mississippi's  cost  standard.  (The  deficit  would  be  $240  if  the  April  1968  cost 
standard  is  elevated  to  $207  to  reflect  a  3  percent  increase  in  costs.) 

As  will  be  set  out  in  further  detail  later  in  these  Comments,  Illinois  believes 
it  imperative  that  the  legislation  be  corrected  so  as  to  clearly  require  the  second 
interpretation  rather  than  the  first.  Also  discussed  later  is  the  need  for  develop- 
ment in  the  immediate  future  of  a  national  minimum  standard  to  govern  State 
supplementation. 

2.  The  inequitable  and  family-disruptive  emphasis  previously  placed  on  the 
"broken  home",  or  female-headed  family,  is  remedied  in  two  important  ways : 
(a)  the  "working  poor" — that  is  families  with  the  father  working  full-time  but 


2689 


earning  less  than  family  maintenance  needs — will  be  put  into  the  family  program, 
with  State  supplementation  optional  but  with  no  Federal  participation;  and  (b) 
all  States  would  be  required  to  include  in  their  supplementary  programs  father- 
headed  families  where  the  father  is  unemployed.  The  Bill  also  removes  the 
arbitrary — and  program  defeating — provisions  of  present  law  which  deny  aid, 
with  Federal  help,  to  families  of  unemployed  fathers  who  do  not  have  a  desig- 
nated attachment  to  the  work  force  or  who  have  been  unemployed  for  less  than 
30  days. 

3.  The  legislation  corrects  the  potential  confrontation  that  could  have  come 
about  between  welfare  recipients  earning  part  of  their  support,  and  workers  not 
subsidized  by  welfare  aid,  as  a  result  of  the  failure  of  the  present  law  to  place 
a  reasonable  ceiling  on  earned  income  to  be  disregarded  in  determining  the 
amount  of  public  aid  supplementation.  While  the  Bill  elevates  from  $30  to  $60 
per  month  the  base  disregard  for  family  earnings,  it  terminates  the  present 
one-third  of  income  disregard  at  the  $3200  level  for  a  family  of  four  (and  at 
corespondingly  higher  levels  for  families  of  larger  size) ,  after  which  the  disregard 
is  reduced  to  a  lesser  proportion  (one-fifth).  The  result  is  that  families  will  be 
enabled  to  work  themselves  out  of  poverty,  as  defined  by  the  cost  standard  of 
the  State  in  which  they  live,  with  improvement  above  that  standard  as  a  result 
of  their  earnings,  until  they  reach  a  point  a  bit  above  the  "medically  indigent" 
level.  This  medically  indigent  level,  as  defined  by  the  Congress  in  Medical 
Assistance  Title  XIX  of  the  Federal  Act,  is  133y3  percent  of  the  welfare  basic 
maintenance  level.  In  addition,  the  legislation  gives  applicant  families  with  some 
earnings  the  same  advantage  of  the  disregard  as  is  now  given  only  to  families 
already  on  the  rolls,  or  who  were  on  the  rolls  within  four  months  of  their 
application. 

4.  The  leigslation  for  the  first  time  provides  for  flexibility  in  the  administrative 
arrangements  between  the  Federal  Government  and  the  States  in  carrying  out 
the  program.  In  both  the  adult  program  and  the  family  program,  agreements 
may  be  reached  for  administration  and  payment  of  benefits  through  a  gingle 
agency — the  Federal  Government  or  the  State — as  might  be  most  feasible  in  a 
given  situation. 

5.  The  present  limitation  of  the  program  for  the  disabled  to  those  who  are 
"permanently  and  totally"  disabled  would  be  modified  by  coverage  of  the 
"severely"  disabled,  as  defined  by  the  Federal  Department  of  Health,  Educa- 
tion, and  Welfare.  This  has  the  possibility  of  simplifying  current  complex  and 
expensive  and  time-consuming  adiminstrative  problems.  It  might  also  provide 
aid  at  a  time  when  appropriate  basic  maintenance  and  medical  care  could  well 
result  in  restoring  an  ill  or  disabled  person  to  the  ranks  of  earners.  This  assumed 
broader  coverage,  together  with  coverage  of  the  working  poor,  should  consider- 
ably reduce  the  residue  General  Assistance  program,  the  burden  of  which  now 
lies  exclusively  upon  State  and  local  governments. 

Any  definition  of  "severely"  disabled  should  take  into  account  the  determina- 
tions of  disability  for  Social  Security  purposes,  so  that  there  is  maximum  inter- 
changeable use  of  these  medical  and  social  evaluations. 

6.  The  proposal  properly  qualifies  entitlement  to  the  Federal  family  assistance 
benefit,  and  State  supplementation  of  that  benefit,  by  the  requirement  that  family 
members  able  to  work  or  who  can  be  trained  for  work  accept  work  or  training 
as  a  condition  for  receiving  the  assistance  benefits.  This  requirement  together 
with  the  expanded  Federal  aid  for  child  care  of  mothers  who  are  working  or 
in  training  for  work  is  an  essential  component  of  a  national  undertaking  which 
seeks  to  assure  that  all  families  with  children  have  a  designated  income.  (As 
will  be  set  out  later  in  these  Comments,  the  Department  believes  the  work  and 
training  requirements  of  the  Bill  will  require  certain  corrections  and  clarifica- 
tions if  they  are  to  reach  maximum  effectiveness  in  moving  into  self-support 
status  the  families  now  aided  under  the  AFDC  program. ) 

7.  The  elevated  formula  for  Federal  aid  to  the  States  in  the  AABD  program 
and  the  elevated  Federal  payment  of  up  to  $33.33  per  person  in  the  Family 
Assistance  program  will  provide  substantial  additional  Federal  aid  to  all  the 
States,  including  the  highly  urbanized  and  so-called  "rich  States"  with  higher 
payment  levels;  additional  financial  help  to  this  latter  group  is  essential  and 
justifiable,  for  these  are  usually  the  States  to  which  population  movements 
and  other  factors  have  shifted  in  recent  years  the  heaviest  portion  of  the  burden 
of  meeting  the  income  maintenance,  educational,  and  other  public  service  needs 
of  individuals  and  families  who  for  various  reasons  are  in  a  condition  of  severe 
poverty  or  social  distress.  However,  this  additionaal  Federal  aid  in  the  urban 
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States  may  be  more  than  offset  by  additions  to  the  rolls  flowing  from  the  liberal- 
ized eligibility  standards  and  greater  utilization  of  the  programs  by  eligible 
persons  who  have  not  hitherto  claimed  aid.  This  expansion  factor,  together  with 
pressures  for  improvement  of  food  allowances  and  other  content  in  the  standards 
for  supplementation,  cost  of  living  adjustments,  and  similar  cost-increasing 
factors,  will  require  more  substantial  participation  by  the  Federal  Government 
in  the  elevated  costs  than  would  appear  to  be  provided  by  the  wording  of  the 
Bill  as  it  stands.  (This  needed  clarification  of  the  legislation  is  discussed  in 
additional  detail  later  in  these  Comments. ) 

In  summary,  the  foregoing  major  reforms  add  up  to  a  turnaround  of  the 
present  system.  The  Federal  Government,  instead  of  the  States,  takes  first 
responsibility  for  alleviating  the  condition  of  the  poor — and  hopefully,  over  time, 
for  assuring  that  no  person  in  this  nation  will  lack  sufficient  income  to  supply 
him  with  at  least  the  minimum  necessities  for  health  and  well-being.  It  does 
this  by  appropriately  balancing  the  responsibility  of  government  for  those  who 
need  help  with  the  responsibility  of  the  individual  for  helping  himself  to  the 
full  extent  of  his  ability.  The  problem  of  poverty  is  recognized  as  primarily  a 
national  problem  and  due  to  causes  that  are  not  confined  to  State  lines.  On  the 
other  hand,  the  legislation  also  recognizes  the  need  for  continuation  of  State 
participation  in  the  total  undertaking  which  the  Federal  Government  cannot 
undertake  alone  if  the  income  maintenance  as  well  as  the  social  service  needs 
of  the  persons  served  by  the  programs  are  to  be  flexibly  met  in  line  with  the 
varying  conditions  that  prevail  in  a  nation  as  large  and  varied  as  the  United 
States.  The  new  Federal-State  partnership  underlying  the  Proposal  is  fiscally 
sound  in  that  the  States  will  now  supplement  the  Federal  effort,  instead  of  the 
Federal  Government  supplementing  the  State  effort,  as  is  the  case  today. 

RECOMMENDATIONS   FOR  REVISION   OF  THE  LEGISLATION 

With  this  perspective  on  the  major  direction  of  the  reforms  contemplated  by 
this  legislation,  the  Illinois  Department  of  Public  Aid  here  wishes  to  offer 
its  suggestions  for  revisions  or  clarification,  with  two  objectives  in  mind:  (1)  to 
shore  up  certain  of  the  major  changes  proposed  with  elements  now  lacking  or  un- 
clear which,  uncorrected,  may  very  well  operate  to  defeat  the  objectives  of  the 
legislation,  and  (2)  to  point  to  other  areas  in  which  objectives  may  threatened 
by  policy  changes  which  State  experience  with  the  present  programs  would  cau- 
tion as  being  impractical,  or  at  least  premature.  The  Department,  therefore, 
offers  the  following  recommendations  for  revision  of  the  legislature  : 

State  supplementation  of  Family  Assistance  program  should  be  required;  relate 
to  State  standard,  not  State  effort 

State  supplementation  in  the  Family  Assistance  program  should  be  required 
in  all  States  at  a  level  equal  to  the  full  deficit  between  the  assistance'  standard 
the  State  has  set  and  the  Federal  Family  Assistance  Benefit.  The  additional  cost 
to  the  Federal  Government  of  meeting  for  the  indicated  five  year  period  the 
cost  of  this  full  supplementation  would  be  an  appropriate  additional  Federal 
undertaking  in  the  light  of  the  total  basic  reform  particularly  if  State  capability 
to  meet  the  full  deficit  is  used  as  a  factor  rather  than  a  State's  past  performance. 
It  would  also  avoid  any  criticism  that  the  "new  approach"  is  tarnished  by  carry- 
over of  one  of  the  most  criticized  features  of  the  present  system — the  wide  dis- 
parity in  State  levels  of  aid. 

The  ultimate  solution  to  the  problem,  of  course,  will  require  the  establishment 
of  a  Federal  minimum  standard  for  State  supplementation  of  the  Family  As- 
sistance program  to  eliminate  unjustified  variations  in  some  of  the  standards 
which  the  States  now  set  themselves  (this  matter  will  be  discussed  further  at 
the  close  of  these  Comments).  In  the  meantime,  families  with  children  through- 
out the  nation  should  have  assurance  that  their  needs  will  be  met  at  the  levels  the 
States  themselves  have  set  as  necessary  for  decency  and  health.  This  first  step  in 
eliminating  the  inequities  in  the  level  of  aid  for  families  can  no  longer  be  avoided 
in  the  light  of  the  Supreme  Court  decision  barring  durational  residence  require- 
ments as  a  condition  for  State  aid  to  the  poor.  In  the  absence  of  such  a  require- 
ment, States  currently  meeting  needs  at  their  full  standards  and  receiving  also 
mounting  pressure  from  organized  recipient  groups  and  others  to  improve  the 
content  of  their  cost  standards,  can  no  longer  tolerate — or  convince  the  State 
Legislatures  that  they  should  tolerate — such  attraction  as  their  higher  supple- 
mentation levels  may  offer  to  persons  unable  to  subsist  with  the  aid  provided  in 
the  States  operating  below  standards. 
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As  indicated  earlier  in  these  Comments,  the  legislation,  as  now  worded,  could 
be  interpreted  as  relieving  these  substandard  payment  States  from  practically  all 
responsibility,  with  the  Federal  Benefit  supplanting  the  former  State  and  Fed- 
eral payment  except  for  an  inconsequential  continuation  of  a  token  State  pay- 
ment even  less  than  the  present  State  contribution.  Or  it  might  be  interpreted 
as  requiring  these  substandard  States  to  supplement  the  difference  beween  the 
States  standard  and  the  Federal  supplement,  with  downward  adjustment,  how- 
ever, for  the  total  payment  level  in  effect  as  of  July,  1969.  Under  the  first  in- 
terpretation, the  gross  inequities  of  the  present  system  would  only  be  per- 
petuated ;  under  the  second,  the  basic  problem  is  not  solved  but  there  is  some 
progress  towards  a  solution. 

The  Illinois  Department  of  Public  Aid  believes  that  these  inequalities  in  the 
levels  of  assistance  payments  to  families  and  individuals  with  the  same  needs 
must  be  eliminated  in  all  States  and  that  the  bills  must  be  revised  accordingly. 
The  Department  recognizes  that  this  will  entail  additional  Federal  financing,  but 
it  believes  this  outlay  is  a  necessary  component  of  the  basic  reform  contemplated 
by  the  proposal. 

State  supplementation  of  "working  poor"  should  oe  required 

On  the  working  poor,  mandatory  State  supplementation  of  the  Federal  Bene- 
fit— when  along  with  family  income  it  is  insufficient  to  provide  maintenance  equal 
to  a  "welfare"  standard  of  living — is  a  logical  must  if  the  proposal  is  to  achieve 
its  objective  of  keeping  normal  families  together  and  ending  one  of  the  major 
causative  factors  for  father  desertion.  Without  such  supplementation,  the  in- 
come disregarded  for  welfare  supplemented  families  gives  the  latter  a  not 
unappreciable  advantage  in  gaining  a  higher  standard  of  living  than  that  avail- 
able to  the  "working  poor".  For  example :  A  welfare  mother  with  three  children 
earning  $2,000  a  year  and  living  in  a  State  with  a  welfare  standard  of  $3,200 
would  have  total  spendable  income  of  $3,027,  or  $427  above  the  maintenance 
standard  of  $3,200 — compared  with  spendable  income  for  the  unsupplemented 
working  poor  of  $2,240,  or  $960  below  the  welfare  standard.  If  mandatory  sup- 
plementation would  appear  too  radical  a  change  at  this  time,  the  States  at 
least  should  be  encouraged  to  provide  such  supplementation  by  clearly  includ- 
ing as  an  option  State  supplementation  of  the  working  poor  among  the  State 
expenditures  to  be  counted  for  additional  Federal  aid  after  the  new  programs 
go  into  effect. 

Assistance  should  oe  provided  to  families  of  persons  serving  in  the  Armed 
Forces 

The  Bill  as  worded  would  appear  to  disqualify  entirely  from  the  Federal  Fam- 
ily Assistance  Benefit  and  State  supplementation  the  families  of  persons  serving 
in  the  Armed  Forces,  In  the  absence  of  provisions  of  other  laws  to  meet  the 
needs  of  these  families,  denial  of  Federal  and  State  aid  cannot  be  justified. 
Instead,  provision  might  well  be  made  for  HEW  and  the  State  welfare  agencies 
to  provide  the  Secretary  of  Defense  with  information  on  all  FAB  and  State 
supplementary  benefits  provided  such  families.  This  information  might  then 
serve  as  basis  for  developing  other  measures  for  meeting  the  needs  of  service- 
men's families  when  military  pay  is  insufficient  to  provide  maintenance  at  least 
equal  to  that  provided  under  the  Family  Assistance  program. 

Disregard  of  unearned  income  is  not  justified;  States  should  first  consider 
unearned  income 

The  legislation  proposes  to  disregard  in  the  Family  Assistance  program  a  por- 
tion of  unearned  income  but  it  removes  in  the  AABD  program  a  permissive  dis- 
regard of  such  income  up  to  $7.50  per  month. 

We  believe  that  a  disregard  of  unearned  income  is  in  no  instance  justified.  As 
against  a  disregard  of  earned  income  as  an  incentive  to  continued  self-help 
activity  (by  providing  through  the  disregard  an  opportunity  to  achieve  a  basic 
maintenance  above  the  "floor"  provided  by  the  income  maintenance  programs), 
income  resulting  from  past  work  activity,  or  income  provided  by  others  for 
specific  support  purposes,  is  by  its  very  nature  intended  to  meet  the  maintenance 
requirements  which  the  income  supplements  provided  by  the  public  assistance 
programs  are  designed  to  complement.  Furthermore,  to  the  end  that  the  reforms 
contemplated  by  this  legislation  are  designed,  over  time,  to  assure  a  minimum 
standard  of  basic  maintenance  for  all  Americans,  erosion  of  the  principle  that 
unearned  income  (such  as  Social  Security  payments  and  child  support  payments) 
are  provided  for  basic  support  purposes  (and  not  as  fringe  benefits)  might  well 
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undermine  the  entire  insurance  system  of  income  maintenance  as  well  as  con- 
tribute to  added  costs  of  unknown  magnitude  in  supplementary  public  assistance 
programs. 

The  Department  recommends  that  unearned  income  be  disregarded  in  its 
entirety  as  applicable  to  reduce  the  FAB  benefit  and  applicable  in  its  entirety 
to  reduce  the  amount  of  State  supplementation  of  the  FAB  benefit ;  after  needs 
have  been  met  according  to  State  standards,  FAB  should  consider  any  remainder 
as  available. 

Provide  for  State-by-State  maximum  earned  income  vs.  eligibility  for  FAB ; 
provide  for  consideration  of  expenses  in  excess  of  $720  per  year 

The  legislation  properly  provides  for  consideration  of  child  care  expenses,  over 
and  above  the  $720  per  year  of  earnings  disregarded  to  cover  other  work 
expenses.  In  Illinois,  for  example,  going  rates  for  full-time  child  care  in  licensed 
facilities  are  already  in  the  neighborhood  of  $65  per  month.  Plans  being  made 
for  adjustment  to  meet  the  standards  already  promulgated  by  the  Children's 
Bureau,  together  with  prospects  that  standards  might  be  still  further  elevated, 
indicated  that  this  going  rate  may  at  least  double.  In  addition  to  the  child  care 
factor,  however,  as  workers  rise  up  to  and  beyond  the  earnings  brackets  that 
disqualify  them  for  the  Federal  Family  Assistance  Benefit  but  still  earn  income 
below  that  of  a  State's  eligibility  standard  for  State  supplementation,  their 
Social  Security  taxes,  Federal  and  State  income  taxes,  and  other  costs  of  employ- 
ment could  well  result  in  legitimate  expenses  in  excess  of  $720.  As  earnings  rise 
and  expenses  equal  or  exceed  $720  per  year,  the  worker  will  receive  no  increment 
at  all  for  his  effort ;  rather  he  will  be  working  only  for  the  privilege  of  earning 
the  expenses  of  working. 

The  Department  proposes,  therefore,  that  the  Bill  provide  for  (1)  differential 
maximum  earnings  (at  which  point  ineligibility  would  occur  for  the  FAB  pro- 
gram) between  the  States,  directly  related  to  each  State's  assistance  standard, 
and  (2)  recognition  of  legitimate  expenses  in  excess  of  $720  under  regulations 
which  would  be  issued  by  HEW. 

To  illustrate  the  thinking  under  (1),  above,  a  family  of  four  under  the  present 
provisions  of  the  Bill  would  be  ineligible  for  the  FAB  program  when  earnings 
exceeded  $3920  per  year;  under  the  proposed  revision,  each  State  would  have 
set  for  it  a  "maximum  earnings"  provision  which  might  be  133%  per  cent  of  the 
assistance  standard.  Such  an  approach  might  result  in  $3920  in  some  States ; 
$3600  in  others  ;  $4200  in  others ;  etc. 

Problems  with  internal  revenue  which  need  attention 

If  the  legislation  is  to  serve  as  a  measure  to  encourage  recipients  of  public 
aid  to  work  themselves  out  of  poverty  and  to  make  it  worthwhile  for  low-income 
working  poor  to  continue  working,  this  legislation  or  some  companion  measure 
should  provide  for  correction  of  a  deterrent  to  these  objectives  that  is  now  con- 
tained in  the  Federal  income  tax  law  and  which  would  not  be  corrected — to  the 
best  of  our  knowledge — by  Bills  now  under  consideration  for  reform  of  the 
Federal  income  tax.  This  is  the  provision  which  disallows  any  claim  for  depend- 
ents if  the  worker  claiming  the  exemptions  does  not  provide  at  least  one  half  of 
their  support.  Thus,  for  example,  a  father  with  a  wife  and  two  children  to  sup- 
port and  earning  $2120  a  year  would  be  permitted  to  claim  only  one  exemption 
under  the  current  Federal  income  tax  provision  cited.  At  this  earning  level  he 
would  receive  $900  a  year  in  the  Federal  Family  Assistance  benefit  and  in  a 
State  with  a  $3200  cost  standard  for  a  family  of  four,  he  would  receive  State 
supplementation  of  $1367.  With  the  State  and  Federal  support  provided  totalling 
$2267,  his  earnings  of  $2120  would  provide  less  than  half  of  the  total  support 
and  his  claim  for  four  exemptions  would  be  denied.  We  had  just  such  a  case  arise 
in  Illinois  where  an  AFDC  mother  earning  $1900  and  receiving  AFDC  supple- 
mentation of  $2000  for  herself  and  five  children  was  permitted  to  claim  only 
one  exemption.  This  mother  was  required  to  pay  the  additional  Federal  income 
tax  plus  penalty. 

National  minimum  for  aged,  blimd  and  disabled  should  exclude  shelter  costs; 
reasonable  shelter  costs  to  be  determined,  by  States 
The  $90  minimum  standard  (grant  plus  income)  proposed  foi  each  individual 
in  the  AABD  program  is  unrealistic,  in  our  judgment,  in  view  of  the  wide  varia- 
tion in  cost  of  the  shelter  component  in  the  standard.  Instead,  we  believe  the 
standard  should  be  expressed  in  terms  of  a  figure  for  basic  maintenance  needs 
excluding  shelter  and  the  minimum  standard  expressed  as  this  base  plus  actual 
shelter  costs  in  the  given  case. 
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Provisions  prohibiting  liens  aaginst  estates  of  aged,  blind  and  disabled  should  be 
deleted 

In  the  program  for  the  aged,  blind,  and  disabled  it  is  proposed  to  bar  the 
States  from  imposing  any  lien  or  estate  claim  on  the  property  of  recipients.  There 
is  a  similar  bar  to  the  imposition  of  a  lien  in  the  medical  assistance  program  but 
estate  collections  arc  permissible  for  the  aid  provided  at  age  65  and  over.  With 
no  limit  being  placed  on  the  value  of  homestead  property  which  is  outright  ex- 
cluded from  any  consideration,  instances  could  well  arise  in  which  the  program 
could  be  criticized  for  providing  Federal  and  State  aid  to  aged  parents  while 
their  heirs  were  provided  with  a  substantial  legacy.  In  addition,  there  no  doubt 
would  be  considerable  expansion  of  the  rolls  through  removal  of  this  deterrent 
factor.  Further,  States  (such  as  Illinois)  which  currently  have  lien  and  estate  re- 
covery provisions  would  lose  the  amounts  now  collected.  For  Illinois,  there  is  en- 
tailed an  annual  loss  of  $1  million. 

The  Department  accordingly  recommends  that  this  provision  be  deleted  from 
the  Bill. 

Earned  income  exemptions  for  aged,  blind  and  disabled  should  be  uniform  and 
mandatory 

The  earned  income  exemptions  in  the  AABD  program  should  be  uniform  for  all 
three  segments,  made  mandatory,  and  correlated  with  the  earned  income  exemp- 
tion in  the  Family  Assistance  program. 

Disregard  of  assets  and  resources  at  $1500  level  appears  too  high;  should  relate 
to  standards  {which  change),  not  to  specific  dollar  amount 
The  legislation  proposes  a  disregard  of  $1500  per  person  in  the  AABD  program 
and  $1500  per  family  in  the  Family  Assistance  program  of  assets  or  resources  not 
otherwise  excluded  from  consideration.  It  also  proposes  to  exclude  in  both  pro- 
grams, without  any  specified  limitations,  the  "personal  effects"  of  the  individual 
or  family. 

If  the  $1500  blanket  exclusion  of  assets  should  cover,  for  example,  a  bank  ac- 
count of  this  sum — when  many  families  and  individuals  coming  nowhere  near 
the  eligibility  standards  set  for  these  programs  are  unable  to  achieve  such  a  bank 
balance — the  program  may  well  be  subject  to  severe  criticism.  Likewise,  criticism 
would  obviously  arise  if  beneficiaries  of  the  programs  would  be  permitted  under 
the  language  of  the  Bills  to  have  luxury  personal  effects,  such  as  second  and 
third  automobiles,  and  to  possess  other  items  not  intrinsic  to  the  living  standard 
of  moderate  and  low  income  families. 

The  Department  recommends  that  the  blanket  exclusion  of  $1500  in  resources 
be  scaled  downward  in  the  AABD  program  to  relate  more  approriately  to  the 
living  standard  which  would  be  supplied  by  the  minimum  national  standard  of 
maintenance  prescribed  by  the  legislation.  For  instance,  a  proper  amount  for 
this  reserve  might  be  a  figure  placed  at  one  fourth  to  one  half  of  the  total  annual 
income  that  would  be  provided  by  the  minimum  standard  including  shelter. 

In  the  Family  Assistance  program,  with  the  earning  potential  of  the  mem- 
bers the  distinguishing  feature,  we  believe  an  appropriate  resource  exemption 
should  not  exceed  twice  the  monthly  maintenance  requirements  for  the  family. 
If  we  may  assume  that  for  the  present,  at  least,  the  Proposal  implies  main- 
tenance needs  for  a  family  of  four  at  $266  per  month,  then  an  appropriate  reserve 
for  resources  would  be  in  the  neighborhood  of  $500. 

The  provision  covering  exclusion  of  personal  effects  should  be  modified  so  as 
to  exclude  highly  questionable  items  such  as  those  herein  discussed. 

Automatic  adjustment  of  benefit  levels  as  cost  of  living  changes 

The  legislation  should  contain  provision  for  adjustment  of  the  level  of  bene- 
fits to  reflect  changes  in  the  cost  of  living.  If  it  is  not  feasible  at  this  time  to  pro- 
vide for  such  adjustment  in  the  base  Federal  benefit  in  the  Family  Assistance 
programs,  such  adjustment  should  be  provided  for  the  minimum  AABD  stand- 
ard (and  corresponding  State  standards  for  the  AABD  program  above  this 
minimum)  and  likewise  for  the  State  standards  for  supplementing  the  Family 
Assistance  benefit.  It  is  suggested  that  such  adjustment  be  required  for  any  change 
of  3  per  cent  or  more  in  the  most  of  living  index,  to  be  evaluated  not  less  often 
than  every  six  months. 

Supplementary  efforts  to  those  of  Department  of  Labor  should  be  permitted  in 
employment  and  training  programs 
The  legislation  would  appear  to  rely  solely  upon  the  manpower  and  training 
program  operated  by  the  Department  of  Labor  to  fulfill  all  employment  and  train- 
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ing  needs  of  recipients  of  State  supplementation  to  the  Family  Assistance  bene- 
fit. On  the  basis  of  past  experience  with  the  manpower  training  and  develop- 
ment program  and  with  the  WIN  program  under  the  present  AFDC  Title  of  the 
Federal  Act,  we  can  expect  that  it  will  be  sometime  before  these  programs — even 
as  revised  by  these  proposals — will  be  able  to  do  the  full  job  for  all  welfare  recip- 
ients. Instead  of  removing  the  authority  now  in  the  service  provisions  of  the 
AFDC  Title  enabling  the  States  to  develop  programs,  with  Federal  aid,  for  as- 
suring that  adults  and  out  of  school  children  "will  enter  the  labor  force  and 
accept  employment  so  that  they  will  become  self-sufficient",  this  provision  should 
be  retained  to  enable  the  States  to  do  all  in  this  area  that  the  Labor  program  does 
not  do — for  fiscal  or  other  reasons. 

The  exemption  of  mothers  with  children  of  preschool  age  from  employment — 
training  requirements  should  be  re-examined 
Exclusion  from  the  work  requirement  of  all  mothers  with  pre-school  age  chil- 
dren, and  mothers  whose  husbands  are  working,  will  dilute  considerably  the  im- 
pact of  the  mandatory  work  stipulation  upon  present  AFDC  rolls.  As  of  September 
this  year,  49,000  cases  or  about  two-thirds  of  Illinois'  76,000  mother-headed  fami- 
lies had  at  least  one  child  under  the  age  of  6.  Experience  in  Illinois — which  has 
had  extensive  training  and  employment  programs  for  over  six  years — suggests 
that  the  hest  potential  for  employment  in  the  AFDC  program  is  to  be  found 
among  the  younger  mothers  who  have  pre-school  children.  Even  more  basically, 
a  great  many  mothers — from  AFDC  rolls  and  in  the  private  sector — are  working 
now.  Some  studies  made  in  recent  years  of  child  development  in  mother-headed 
families  (where  the  father  is  dead  or  absent  from  the  home)  point  to  the  positive 
effects  upon  the  child  of  the  mother's  working.  Further,  there  is  no  conclusive 
evidence  that  emotional  disturbance,  juvenile  delinquency,  and  poor  school  ad- 
justment follow  inevitably  upon  a  mother's  taking  employment.  Another  factor 
to  be  considered  is  that  exposure  of  these  pre-school  children  to  good  child  care 
facilities  (which  we  should  have  in  vastly  greater  numbers)  will,  in  many  in- 
stances, prepare  them  to  successfully  enter  and  continue  through  the  educational 
process.  This  is  particularly  true  for  children  living  in  congested  "poverty" 
sections  of  our  urban  areas  where  environmental  conditions  and  deficiencies  in  a 
given  mother's  preparation  equipping  him  to  compete  successfully  in  the  educa- 
tional process. 

A  more  cautious  approach  here  may  well  be  indicated — at  least  in  the  first  years 
until  the  effect  of  the  new  program  on  welfare  dependency  can  be  ascertained 
and  more  evidence  is  accumulated  as  to  the  gains  or  drawbacks  experienced  by 
children  placed  in  child  care  facilities.  The  provision  of  present  law  should  there- 
fore be  continued,  excluding  an  able-bodied  mother  only  if  adequate  child  care 
arrangements  cannot  be  made. 

Should  require  children  over  16,  not  in  school,  to  participate  in  work  and  train- 
ing programs 

The  language  of  the  Bill  (Sec.  447(b)  (4),  page  19  of  the  Bill)  would  appear  to 
exclude  from  the  work  and  training  requirements  children  over  16  who  are  not 
in  school.  Work  and  training  is  a  requirement  for  such  children  under  the  present 
law.  We  see  no  point  in  permitting  out-of -school  teenagers  simply  to  accept  the 
aid  provided  through  FAB  and  State  supplementation  in  lieu  of  continuing  their 
education,  going  to  work,  or  preparing  themselves  for  work. 

Need  to  define  "suitable  employment" 

The  legislation  provides  that  recipients  of  the  FAB  benefits  and  also  those 
receiving  State  supplementation  to  these  benefits  must  accept  "suitable"  em- 
ployment, but  the  term  "suitable"  is  not  defined.  To  provide  equitable  treatment 
and  facilitate  administration  of  this  requirement,  the  Bill  should  contain  a 
legislative  expression  of  what  is  intended  by  the  term  "suitable".  This  will 
involve  consideration  of  such  matters  as  wage  rates,  conditions  surrounding  the 
employment  offered,  the  skills  of  the  applicant,  and  the  problem  of  relocation 
when  employment  opportunities  are  lacking  in  the  community  in  which  an 
employable  person  resides. 

Penalty  for  refusal  to  accept  employment  or  training  not  effective 

The  legislation  penalizes  the  worker  who  refuses  training  or  employment  only 
by  loss  of  his  portion  of  the  Family  Assistance  payment  and  his  portion  of 
State  supplementation.  Such  a  penalty  results  only  in  forcing  the  entire  family 
to  live  on  the  reduced  benefit. 
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Instead  of  this  approach,  we  recommend  that  the  FAB  payment  be  withdrawn 
from  the  entire  family  and  an  equivalent  amount  in  the  form  of  direct  payment 
to  vendors  be  provided  by  the  States  together  with  such  State  supplementation 
as  may  be  indicated.  The  FAB  payment  in  such  instances  should  be  paid  to  the 
States  to  defray  that  portion  of  the  Federal  obligation. 

Provisions  for  vendor  payments  needed 

The  legislation  eliminates  from  Part  A  of  Title  IV  of  the  current  law  the 
authority  therein  given  to  the  States  to  make  vendor  or  protective  payments 
in  cases  presenting  management  problems. 

This  authority  should  be  restored  in  the  provisions  governing  State  supple- 
mentation of  the  Family  Assistance  Benefit  and  expanded  to  provide  that 
vendor  payments  may  also  be  made,  with  the  consent  of  the  recipient,  when 
such  payments  would  facilitate  obtainment  of  housing,  utility  services  and  like 
living  requirements.  This  restored  provision  should  also  include  reference  to 
vendor  payments  made  to  families  in  which  a  member  has  refused  work  or 
training  and  the  direct  FAB  payment  terminated  (See  Item  on  page  20). 

Child  care  provisions 

The  "services"  provisions  of  the  legislation  as  contained  in  the  Bill's  revision 
of  Part  A  of  Title  IV  should  clearly  provide  for  any  indicated  child  care  services 
for  mothers  in  work  or  training  which  may  be  provided  by  the  State  agency  to 
supplement  the  child  care  services  provided  through  Part  C  and  other  Federal 
child  care  programs. 

What  may  be  counted  in  State  effort  to  produce  additional  Federal  dollar 
participation? 

The  legislation  fails  to  provide  clearly  for  Federal  participation  in  any  im- 
provements a  State  may  make  in  the  content  of  its  standards  of  aid  for  the 
Family  Assistance  program,  or  for  its  exercise  of  the  option  to  cover  the  working 
poor  with  State  supplementation.  In  contrast,  the  Bill  provides  (in  Sec.  453)  for 
100  per  cent  defrayment  for  5  years  of  elevated  costs  due  to  the  prescribed  mini- 
mum standard  and  liberalized  eligibility  requirements  in  the  AABD  program. 

The  legislation  should  be  revised  to  provide  that  any  increases  in  a  State's 
Family  Aid  standard  over  that  in  effect  in  July  1969  cost  because  of  (a)  upward 
adjustments  for  cost  of  living  increases,  and  (b)  improvement  in  the  content  of 
the  standard  as  reviewed  and  approved  by  HEW,  will  be  Federally  financed  for 
the  5-year  period.  In  addition,  as  indicated  earlier  in  these  Comments,  State 
supplementation  of  the  working  poor  should  be  clearly  subject  to  Federal  financing 
during  the  same  period. 

Exchange  of  eligibility  information  between  States  and  Federal;  administrative 
difficulties 

The  legislation  would  appear  to  place  upon  HEW  the  responsibility  for  deter- 
mining family  income,  family  membership,  and  other  eligibility  conditions  in 
the  Family  Assistance  program,  but  it  fails  to  specify  that  this  determination  is 
to  be  conclusive  for  State  supplementation  purposes.  It  also  fails  to  provide  for 
HEW  giving  the  State  welfare  agencies  basic  information  on  income,  family 
membership,  and  the  amount  of  the  FAB  payment  for  their  use  in  providing 
State  supplementation.  In  turn,  the  legislation  also  lacks  provision  as  to  the 
States'  responsibilities — if  any — for  providing  the  FAB  administration  with  such 
information  as  they  may  have  in  regard  to  the  family  which  may  affect  the  FAB 
benefit  as  this  information  becomes  known  to  the  States  through  their  social  serv- 
ice and  supplementation  contacts  with  the  family.  These  omissions  must  be 
corrected  if  responsibility  is  to  be  clearly  placed  for  any  criticism  that  may  arise 
in  connection  with  a  given  family's  entitlement  to  aid  under  the  new  family 
program. 

We  must,  in  all  candor,  note  here  two  potential  serious  difficulties  entailed  in 
placing  at  this  time  primary  administrative  responsibility  on  the  Federal  Gov- 
ernment, rather  than  the  States,  for  the  Family  Assistance  program  which  is 
much  more  complex  and  volatile  than  the  AABD  program.  The  FAB  administra- 
tion will  be  required  to  recruit  and  train  from  the  ground  up  an  eligibility  deter- 
mination staff  to  cover  program  administration  throughout  the  United  States — 
not  a  small  undertaking  and  one  involving  also  sizable  outlay  of  funds  for 
administrative  costs.  The  States,  in  turn,  may  be  spending  considerable  State 
money  in  supplementing  the  program,  relying  upon  the  correctness  of  the  eligi- 
bility determination  by  the  FAB  staff. 
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The  above  observation  suggests  that  the  administrative  plan  for  the  program 
as  contained  in  the  Bill — at  least  for  the  beginning  years  of  the  "new  approach" — 
might  better  be  turned  around,  with  HEW  primarily  responsible  for  administra- 
tion of  the  AABD  program  (with  provision  for  agreements  to  provide  for  State 
administration)  ;  and  the  States  primarily  responsible  for  administration  of  the 
Family  Assistance  program  (with  provision  for  HEW  to  make  combined  pay- 
ments, at  a  State's  option,  as  now  proposed  for  the  AABD  program). 

If  prudence  should  dictate  such  a  reversal  of  the  administrative  scheme,  any 
criticism  that  this  might  lead  to  continuation  of  alleged  "abuses"  in  the  present 
State  administration  should  be  allayed  by  the  provisions  of  the  Bill  which  lay 
down  nationwide  eligibility  conditons  and  requirements  for  the  family  program. 
If  deemed  necessary,  this  protection  could  be  further  safeguarded  by  an  added 
provision  that  if  the  States  are  found  by  HEW  to  have  violated  in  any  case  the 
directives  in  the  Federal  law,  correction  would  be  mandatory  upon  HEW's  order. 
This  well  may  involve  an  added  provision  for  appeal  by  a  recipient  to  HEW  after 
an  adverse  decision  in  an  appeal  to  the  State  agency  in  any  dispute  as  to  entitle- 
ment to,  or  the  amount  of  the  aid,  under  the  new  program. 

Inclusion  of  adults  in  Medicaid  coverage  of  "working  poor" 

The  legislation  should  be  amended  to  include  the  adults  as  well  as  the  children 
of  the  "working  poor"  in  the  Medicaid  program  under  Title  XIX  as  an  additional 
measure  for  eliminating  those  elements  of  the  proposal  in  which  the  working 
poor  are  less  well  off  than  welfare  recipients.  In  addition,  the  eligibility  standard 
for  coverage  of  the  medically  indigent  should  be  expressed  solely  in  terms  of  the 
State's  cost  standard,  rather  than  payment  levels  in  relation  to  these  standards. 

Eligibility  of  FAB  families  for  food  stamps 

Neither  this  legislation  nor  the  Bill  for  revision  of  the  Food  Stamp  Act — to 
the  best  of  our  knowledge — makes  clear  provisions  as  to  the  eligibility  of  welfare 
recipients  and  the  "near  poor"  for  food  stamps. 

The  Food  Stamp  Act  should  specify  that  (a)  all  recipients  of  Family  Assist- 
ance, AABD,  or  Medical  Assistance  under  the  Federal-State  programs,  and  all 
recipients  of  General  Assistance  under  the  State-local  programs  shall  automati- 
cally qualify  for  food  stamps,  and  (b)  the  standard  of  eligibility  for  food  stamps 
only — that  is  for  persons  not  receiving  any  form  of  public  assistance — shall  be 
133%  per  cent  of  the  public  assistance  standard  for  a  family  of  like  size  in  the 
State  in  which  the  applicant  for  food  stamps  only  resides. 

BASIC  REFORMS  REQUIRED  BEYOND  THOSE  CONTEMPLATED  IN  THE  PRESENT  LEGISLATION 

As  indicated  throughout  these  comments,  the  basic  reform  proposed  by  these 
Bills  for  the  Family  Assistance  program  stops  short  of  establishing  a  minimum 
national  standard  for  State  supplementation  in  that  program.  This  is  a  piece  of 
unfinished  business  that  can  be  delayed  only  for  such  time  as  the  Department 
of  Health,  Education,  and  Welfare  may  require  to  assemble  the  necessary  in- 
formation for  promulgating  such  a  minimum  national  standard.  We  submit  that, 
with  the  move  already  made  for  the  AABD  program,  information  is  already  at 
hand,  or  could  be  made  available  in  short  order,  to  permit  HEW  to  formulate  a 
reasonable  minimum  standard  for  the  family  program.  At  the  outside,  this  could 
be  done  within  one  or  two  years  after  this  new  legislation  becomes  effective. 

Accordingly,  we  recommend  that  the  Bills  be  expanded  to  include  a  directive 
for  HEW  to  develop  for  submission  to  the  Congress  not  later  than  two  years 
after  the  effective  date  of  the  legislation  a  national  minimum  standard  for  State 
supplementation  of  the  family  assistance  benefit,  and  that,  concomitantly,  it  de- 
velop also  a  maximum  standard  beyond  which  Federal  contribution  toward 
State  supplementation  will  not  be  available.  In  both  instances,  provision  should 
be  made  for  adjustment  of  the  standards  upward  or  downward  with  changes 
in  living  costs. 

The  Federal-State  system  of  public  aid  as  revised  by  these  Bills  also  still  fails 
to  cover  that  segment  of  the  poor  represented  by  adults  without  children  who 
do  not  qualify  by  age  or  disability  for  the  AABD  program.  Only  when  this  gap 
in  coverage  is  removed  can  it  be  said  that  the  United  States  has  a  national  plan 
for  alleviating  and  reducing  poverty  throughout  the  land.  With  the  nationwide 
system  under  the  Federal  Social  Security  Act  expanded  by  these  Bills  to  cover 
working  poor  families,  it  will  be  difficult  to  justify  the  continuation  for  any 
length  of  time  of  State  and  local  responsibility  without  Federal  aid  for  this  much 
smaller  segment  of  poor  adults.  The  causes  of  their  poverty  cross  State  lines 
in  the  same  manner  that  the  causes  of  the  poverty  of  the  covered  groups  cross 
State  lines.  A  separate  administrative  machinery  and  varying  standards  of  aid 
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for  this  left  out  group  no  longer  can  be  justified — either  in  principle  or  in  terms 
of  continuing  the  fiscal  burden  upon  State  and  local  governments. 

It  is  therefore  recommended  that  these  Bills  also  contain  a  provision  directing 
HEW  to  examine  into  the  costs  entailed  and  the  administrative  implications  of 
expanding  the  Federal  program  to  include  this  last  segment  of  the  poor,  and  to 
submit  its  recommendations  to  the  Congress  within  two  years  of  the  effective 
date  of  the  present  legislation. 

CONCLUDING  REMARKS 

The  Illinois  Department  of  Public  Aid  believes  that  this  legislation  constitutes 
a  fundamental  change  in  the  welfare  system  which  was  initiated  over  three  dec- 
ades ago.  With  the  refinements  and  clarifications  herein  set  out,  we  believe  it 
will  indeed  help  the  poor  in  all  the  States  and  that  it  will  indeed  relieve  the  fiscal 
plight  of  the  States  in  the  area  of  welfare  financing. 


North  Carolina  United  Community  Services, 

Charlotte,  N.C.,  October  24, 1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Ways  and  Means  Committee, 

House  of  Representatives,  Washington,  B.C. 

Dear  Representative  Mills  :  In  May,  1969,  North  Carolina  United  Commu- 
nity Services  approved  the  enclosed  Position  Statement  on  Public  Welfare. 

I  am  sending  this  copy  of  the  statement  to  you  for  your  consideration  as  you 
consider  "The  Family  Assistance  Act  of  1969,  H.R.  14173."  I  would  like  to  re- 
quest that  you  include  the  statement  in  the  official  testimony  relating  to  your 
hearings  of  this  act. 

It  is  my  hope  that  this  statement  will  be  of  assistance  to  you  and  your  committee 
in  your  deliberations  on  H.R.  14173. 
Sincerely, 

Jake  Froelick,  Jr., 
Chairman,  Planning  Board. 

Position  Statement  Recommended  Principles  for  Federal-State  Policies  on 

Public  Welfare 

preamble 

Public  Welfare  programs  have  been  and  are  currently  the  principal  instrument 
of  the  people,  through  government,  for  meeting  the  economic  and  social  needs  of 
the  deprived.  As  presently  constituted,  these  programs  have  serious  limitations 
and  restrictions  which  greatly  impair  their  effectiveness. 

The  following  positions  are  basic  to  the  development  of  an  effective  system  for 
securing  the  economic  security  and  general  well  being  of  people. 

1.  Full  employment  and  adequate  wages  should  be  the  goal  for  all  persons  who 
are  employable  and  whose  services  are  not  required  at  home.  For  the  unemployed, 
the  federal  government  should  be  the  employer  of  last  resort. 

2.  Social  insurance  programs  should  be  improved  and  expanded  to  afford 
adequate  protection  to  family  and  individual  economic  security. 

3.  Immediate  action  should  be  taken  to  make  available  an  adequate  income, 
consistent  with  basic  health  and  nutritional  standards  as  well  as  standards  of 
decency,  for  individuals  and  families  whose  economic  security  cannot  be  protected 
through  full  employment  or  social  insurance.  Policies  to  do  this  should  be  based 
on  already  completed  studies  of  federal  and  state  systems  of  public  welfare 
rather  than  undertaking  new  studies. 

4.  A  revised  public  welfare  program  should  be  accomplished  by  a  comprehensive 
national-state  program  of  essential  social  and  health  services  to  families  in  need. 

5.  Aggressive  case  finding  should  be  promoted  to  insure  that  those  in  need  of 
public  assistance  and  who  are  eligible  for  it,  receive  it.  At  the  same  time,  existing 
health  and  social  services  should  be  used  for  the  prevention  of  dependency. 

PUBLIC  WELFARE  REORGANIZATION 

There  is  a  need  for  a  more  effective  program  of  economic  aid,  social  and  health* 
services  within  the  public  welfare  system,  with  minimum  standards  set  by  the 
federal  government. 
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1.  Federal  grants-in-aid  should  be  available  to  states  to  provide  assistance  to 
all  persons  in  need  and  not  be  limited  to  present  arbitrarily  defined  categorical 
programs  such  as  old  age  assistance,  aid  to  the  blind,  aid  to  the  disabled,  and  aid 
to  families  with  dependent  children.  ( For  example,  currently,  there  is  no  federal 
participation  in  the  financing  of  general  relief  programs  of  states. )  Qualifications 
for  financial  aid  should  be  simplified  whenever  possible. 

2.  With  federal  financing  assistance,  all  states  should  provide  preventive, 
protective  and  rehabilitative  services  to  all  who  require  them. 

3.  One  of  the  serious  obstacles  to  the  attainment  of  the  objectives  of  public 
welfare  programs  for  prevention  of  dependency  and  the  restoration  of  the  depend- 
ent to  self-sufficiency  is  the  lack  of  qualified  personnel.  In  order  to  reduce  this 
deficiency,  the  existing  educational  resources  must  be  expanded  and  new  ones 
established,  including  resources  for  study  at  the  undergraduate  level.  It  is  clear 
that  this  can  be  attained  through  substantial  federal  support. 

4.  Reasonable  exemptions  of  earned  income  as  an  incentive  to  employment 
should  be  established  on  a  uniform  basis  for  all  persons  in  need  of  assistance 
without  regard  to  categories. 

5.  In  all  welfare  programs  in  which  the  federal  government  participates 
financially,  the  imposition  of  the  following  should  be  prohibited  :  (a)  any  citizen- 
ship requirement;  (b)  any  "legal  settlement"  or  duration  of  residence  require- 
ments ;  (c)  any  lien  provision  or  other  requirement  which  exacts  from  any  person, 
during  his  lifetime  or  the  lifetime  of  his  surviving  spouse  and  minor  or  handi- 
capped children,  involuntary,  repayment  for  assistance  legally  paid  him  ;  and  (d) 
any  requirements  for  relatives'  financial  responsibility,  except  that  of  parents 
for  a  minor  child  and  a  spouse  for  a  spouse. 

6.  Federal  financial  participation  in  AFDC  should  be  increased  to  a  level  that 
will  enable  all  states  to  provide  an  adequate  standard  of  assistance.  Extension 
of  the  program  to  include  needy  families  with  an  unemployed  parent  should  be 
mandatory  in  all  states. 

Essential  to  the  financing  of  adequate  and  comprehensive  programs  is  a  uniform 
plan  for  federal-state  sharing  in  costs  of  all  public  welfare  programs.  The  plan 
should  provide  for  equitable  and  reasonable  fiscal  efforts  among  states  and  should 
recognize  the  relative  fiscal  capacity  of  the  federal  and  state  governments. 

1.  The  present  open-end  authorization  policy  of  the  federal  government  as  it 
relates  to  matching  state  expenditures  for  public  assistance  is  essential  to  a  sound 
state-federal  fiscal  partnership  and  should  be  continued.  This  flexibility  in  federal 
financing  policy  is  necessary  since  it  is  not  possble  for  a  state  to  predict  accurately 
the  incidence  and  specific  areas  of  public  assistance  need. 

2.  The  ceiling  on  federal  financing  participation  of  the  AFDG  should  be 
repealed.  This  provision  not  only  jeopardizes  the  well-being  of  AFDC  children 
involved,  but  it  runs  counter  to  the  basic  federal-state  partnership  in  the  financing 
of  public  welfare  programs. 

3.  Both  the  federal  government  and  the  state  support  of  the  public  assistance 
program  should  be  established  at  a  level  sufficient  to  assure,  for  all  individuals 
in  need,  adequate  standards  of  maintenance  and  comprehensive  medical  care. 
To  achieve  this  objective,  a  formula  approach  on  the  part  of  the  federal  govern- 
ment may  be  advisable. 

4.  Emergency  measures  to  insure  that  minimum  nutritional  standards  are 
met  should  be  immediately  activated  in  all  counties  through  food  stamps,  surplus 
commodities  or  other  programs. 

SOCIAL  INSURANCE 

The  federal  social  insurance  program  should  be  strengthened.  Among  the  needed 
improvements  are : 

1.  Making  benefit  payments  more  adequate,  especially  those  based  on  low  wage 
levels,  which  frequently  result  in  the  need  for  supplementation  either  through 
public  assistance  or  continued  employment. 

2.  Providing  for  periodic  adjustment  of  the  level  of  benefits  to  reflect  changing 
conditions. 

The  OASDI  Program  should  be  thoroughly  studied  with  a  focus  on  restructur- 
ing, revising  and  updating  it.  The  program  should  be  actuarily  sound.  Limitations 
imposed  on  beneficiaries  relative  to  income  earned  from  wages  are  restrictive 
and  unrealistic,  and  should  be  removed.  Total  support  through  a  payroll  tax 
alone  places  a  heavy  burden  on  the  wage  earner  and  imposes  limitations  on  needed 
expansion  of  the  program  as  outlined  above  and  needed.  A  broadened  program 
should  be  premised  on  a  broader  base  of  support.  Even  so,  to  the  extent  that 
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changes  to  improve  the  OASDI  program  increase  its  cost,  the  income  to  the  sys- 
tem should  be  increased  to  insure  its  continued  financial  integrity,  pending  the 
results  of  the  study. 


Statement  of  Alice  M.  Brophy,  Director,  New  York  City  Office  for  the  Aging 

Mr.  Chairman  and  Members  of  the  Committee,  I  would  like  to  present  for 
the  record  the  economic  plight  of  the  million  elderly  of  New  York  City.  The 
overriding  conclusion  of  this  presentation  is  that  older  people  in  New  York 
City  are  poor.  In  fact  New  York's  senior  citizens  65  and  over,  as  elsewhere, 
comprise  this  city's  largest  single  poverty  group.  In  1968  over  half  of  the  500,000 
households  headed  by  persons  65  and  over  had  incomes  of  less  than  $3,000  per 
year  and  one-third  reported  incomes  of  less  than  $2,000.  The  majority  of  these 
households  contained  two  or  more  persons.  Households  headed  by  women  suffer 
from  markedly  lower  incomes  than  those  headed  by  men,  so  that  the  income 
problem  for  elderly  widows  and  single  women  is  particularly  severe.  Race  and 
ethnicity  no  longer  serve  as  sharp  discriminators  of  income  once  people  reach 
65.  The  vast  majority  of  New  York  City's  elderly  are  white,  and  they  as  well 
as  Negroes  and  Puerto  Ricans  suffer  poverty.  Differentials  in  income  between 
these  groups  virtually  disappear. 

Social  Security  benefits  are  the  major,  if  not  the  sole,  source  of  income  for  the 
vast  majority  of  older  New  Yorkers.  Only  about  one  in  five  persons  65  and  over 
still  works,  either  part  or  full-time,  and  such  employed  persons  are  concentrated 
in  the  65-70  age  group  and  in  professional  and  managerial  occupations.  A 
nation-wide  study  of  the  elderly  conducted  by  the  Social  Security  Administration 
revealed  that  few  elderly  received  more  than  1%  of  their  income  from  interest, 
dividends  or  gifts  from  children  and  that  savings  were  meager,  if  not  non- 
existent. 

For  the  most  severely  in  need  or  those  not  receiving  Social  Security  benefits, 
Old  Age  Assistance  is  available  through  the  Welfare  System.  But  the  hard  facts 
are  that  pride  and/or  lack  of  knowledge  of  available  assistance  keeps  most  older 
people  from  turning  to  "welfare"  for  additional  help.  Only  50,000  older  persons 
in  New  York  City  presently  receive  Old  Age  Assistance  benefits  although  it  is 
estimated  that  thousands  more  are  eligible  for  some  supplementary  assistance. 

We  must  stress  that  poverty  and  marginal  income  are  a  new  experience  for 
most  older  New  Yorkers.  Gainfully  employed  in  their  working  years,  today's 
Senior  Citizens  provided  the  backbone  of  the  American  industry.  Their  labor 
in  large  part  made  possible  the  increased  productivity  and  standard  of  .living 
from  which  we  all  benefit.  No  picture  of  the  economic  plight  of  the  elderly  is 
complete  without  some  mention  of  the  devastating  impact  of  rising  costs  of 
living.  The  Bureau  of  Labor  Statistics,  in  a  recent  release,  indicated  that  elderly 
citizens  in  New  York  City  must  pay  approximately  10%  more  than  they  did 
two  years  ago,  to  provide  for  their  minimum  food,  shelter,  clothing  and  medical 
expenses. 

Because  most  elderly  people  rely  so  heavily  on  income  from  Social  Security, 
the  first  step  in  alleviating  poverty  for  this  group  is  to  raise  Social  Security 
benefits.  One  commonly  used  measure  of  the  adequacy  of  income  is  the  so-called 
poverty  line.  In  New  York  City  this  level  is  defined  as  $1,840  for  an  individual 
and  $2,400  for  a  couple.  The  least  we  can  do  for  our  elderly  citizens  is  to  raise 
their  incomes  to  this  poverty  level.  We  therefore  propose  an  increase  in  minimum 
Social  Security  benefits  to  $150.  per  month  for  individuals  and  $200.  per  month 
for  couples,  or  a  yearly  income  of  $1,800  and  $2,400  respectively.  (In  1968  the 
average  monthly  Social  Security  benefits  in  New  York  City  ran  approximately 
$100.  for  single  retired  persons  and  $160.  for  couples. ) 

Raising  Social  Security  benefits  to  an  annual  minimum  of  $1,800  and  $2,400  for 
individuals  and  couples  is  hardly  generous  and  falls  considerably  below  the 
$2,947  needed,  according  to  the  Bureau  of  Labor  Statistics,  for  an  elderly  couple 
to  maintain  a  minimiimJleGent  standard  of  living  in  New  York  City  today. 

To  substantially  raise  Social  Security  benefits,  as  we  propose,  however,  is 
not  enough.  In  order  to  assure  that  any  increase  in  benefits  not  be  immediately 
wiped  out  by  rising  prices,  future  benefits  should  be  automatically  tied  to  any 
increase  in  the  cost  of  living. 

It  is  important  to  note  that  the  10%  increase  in  Social  Security  benefits  proposed 
by  the  President  has  already  been  virtually  erased  by  rising  costs.  And  under 
the  announced  increase  from  $4.00  to  $5.00  in  the  monthly  fee  for  Doctor's 
Coverage  under  Part  B  of  the  Medicare  program  the  elderly  actually  have  lost 
ground  economically. 
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In  conclusion,  our  plea  at  this  time  is  that  you  attack  the  institutionalized 
poverty  among  the  elderly  and  not  merely  limit  your  concern  to  an  attempt 
to  offset  rising  prices.  The  hard  fact  is  that  the  relative  economic  position  of  the 
elderly  citizen  must  be  altered  to  reflect  the  real  rise  in  the  standard  of  living 
for  the  country  as  a  whole.  Older  citizens  are  entitled  to  share  in  the  increased 
productivity  their  labor  helped  assure.  We  therefore  suggest  that  what  is  im- 
mediately necessary  is  a  substantial  increase  in  Social  Security  benefits  guaran- 
teeing every  elderly  individual  at  least  $150  per  month  and  every  couple  $200 
per  month.  Certainly  a  poverty-level  income  is  the  least  we  can  do  for  our 
older  citizens  to  repay  them  for  their  years  of  hard  work  and  devotion  to  their 
country  and  to  each  of  us. 

Sooner  or  later,  however,  we  will  have  to  turn  our  attention  to  the  question 
of  a  guaranteed  annual  retirement  pension  for  older  people.  Such  an  income 
must  be  tied  to  an  adequate  and  decent  standard  of  living.  Where  Social  Security 
benefits  alone  do  not  provide  this  income,  the  government  must  be  prepared  to 
supplement  these  benefits,  probably  out  of  current  revenues.  If  such  a  plan 
were  instituted,  it  would  be  important  that  it  be  separate  from  the  welfare 
system  and  tied  either  to  Social  Security  or  administered  separately.  Our  ex- 
perience and  the  experience  of  Great  Britain  indicate  that  older  people  do  not 
apply  for  welfare  but  are  more  likely  to  accept  such  a  guaranteed  retirement 
pension  if  it  is  seen  as  their  right  based  on  their  years  of  productive  work.  The 
attached  Fact  Sheet  supports  in  detail  our  proposals  with  respect  to  income 
maintenance  for  Older  Americans. 

Facts  for  Action — the  Economics  of  Aging — New  York  City  Office  for 
Aging,  Alice  M.  Brophy,  Director,  Majorie  H.  Cantor,  Research  Director 

THE  ECONOMICS  OF  AGING  IN  NEW  YORK  CITY 

Introduction 

The  number  one  problem  facing  Senior  Citizens  in  New  York  City  is  low  in- 
come. This  in  no  way  minimizes  the  problems  associated  with  failing  health, 
loneliness,  deteriorated  housing,  fears  for  safety,  and  alienation  from  the  main- 
stream of  community  life.  But  overriding  all  these  difficulties  faced  by  older  peo- 
ple is  the  lack  of  money  to  meet  daily  needs.  The  extent  and  depth  of  the  poverty 
of  old  age  is  one  of  the  best  kept  secrets  of  our  affluent  society.1 

The  elderly — Some  characteristics 

In  order  to  understand  the  economic  plight  of  elderly  people  in  New  York  City, 
certain  facts  about  them  should  be  known. 

There  are  approximately  one  million  New  Yorkers  65  and  over  living  in  the 
five  boroughs.  They  constitute  13  percent  of  the  city's  population. 

The  aged  population  of  the  city  is  expected  to  continue  to  increase.  Even  more 
important,  New  York's  aged  population  is  growing  older  all  the  time.  Today  half 
of  all  senior  citizens  are  73  or  older. 

Women  outnumber  men  in  the  population,  65  and  over — for  every  nine  men 
there  are  11  women.  Women  over  65  are  more  likely  to  be  without  husbands ; 
53%  of  them  are  widowed  as  compared  with  19%  of  men. 

Most  senior  citizens  live  independently  in  their  own  homes.  There  are  close  to 
500,000  households  in  the  five  boroughs  headed  by  persons  65  and  over. 

Although  the  number  of  older  Negroes  and  Puerto  Ricans  is  increasing,  the 
elderly  population  of  New  York  City  is  still  mainly  white — 87%. 

Over  half  of  today's  older  New  Yorkers  came  to  this  country  as  immigrants 
and  helped  build  strong  Irish,  Italian,  Jewish  and  German  communities  within 
New  York  City. 

The  economic  growth  of  the  City  is  in  large  part  due  to  the  contributions  of 
New  York's  elderly  citizens.  In  their  working  years,  they  ran  the  machines  in 
the  garment  and  fur  industries,  formed  the  backbone  of  the  transportation,  ship- 
ping and  construction  industries  and  made  possible  the  ever  rising  standard  of 
living  of  New  York  City. 

Income  picture  of  older  New  Yorkers 

Older  people  in  New  York  city  are  poor.  Over  half  of  the  500,000  households 
headed  by  persons  65  and  over  had  incomes  of  less  than  $3,000  per  year  and  one- 


!This  fact  sheet  is  a  New  York  City  supplement  to  the  comprehensive  working  paper 
"The  Economics  of  Aging"  just  issued  by  the  Special  Committee  on  Aging,  United  States 
Senate  (Economics  of  Aging:  Toward  a  Full  Share  in  Abundance,  March  1969,  U.S.  Gov- 
ernment Printing  Office). 


2651 


third  reported  incomes  of  less  than  $2,000.2  The  majority  (63%)  of  these  house- 
holds were  composed  of  two  or  more  persons.  As  shown  in  the  following  table, 
households  headed  by  women  suffer  from  markedly  lower  incomes  than  those 
headed  by  men.  This  highlights  the  severity  of  the  income  problem  for  elderly 
widows  and  single  women. 

TABLE  1. — PERCENTAGE  DISTRIBUTION  OF  ELDERLY  HOUSEHOLDS  IN  NEW  YORK  CITY  BY  INCOME,  1967 


Percent  of  households 

Yearly  income  All  elderly    Male  headed  Female  headed 


33  19  55 

18  20  15 

11  13  8 

14  17  10 

9  11  6 

4  6  2 

11  14  4 

100  100  100 


Where  the  elderly  get  their  income 

Today,  early  retirement  from  the  labor  force  is  becoming  increasingly  common 
and  all  too  frequently  involuntary  and  unplanned  for.  For  most  Senior  Citizens 
retirement  brings  with  it  a  drastic  cut  in  income,  A  contrast  between  the  incomes 
of  older  and  younger  households  underscores  the  devastating  impact  of  retire- 
ment. In  1967,  the  median  income  of  households  headed  by  65+  citizens  was 
barely  half  that  of  younger  households.  ($3,928  as  opposed  to  $8,504). 

Social  Security  benefits  represent  the  most  important  source  of  income  for  the 
vast  majority  of  New  York's  Senior  Citizens.  Work  as  a  source  of  income  is  of 
minimum  importance ;  only  about  one  out  of  5  persons,  65  and  over,  is  still  em- 
ployed, either  full  or  part-time.3 

Age  is  a  crucial  factor  in  determining  the  proportion  who  work ;  as  age  increases 
the  proportion  sharply  declines.  Employees  in  lower  paying  and  less-skilled  occu- 
pations are  the  most  likely  to  be  retired  early. 

In  February  1968,  approximately  900,000  New  Yorkers  received  OASDHI  bene- 
fits under  the  Social  Security  System.  Average  benefits  paid  by  beneficiary  cate- 
gories were  as  follows : 


Category 

Average 
monthly 
payments 

Average 
yearly 
payment 

Widow  or  widower  

Single  retired  person   -   

   i  $162.15 

  91.12 

  ..  103.92 

$1,945. 80 
1,093. 44 
1,247.04 

>  The  average  monthly  paymert  is  derived  by  adding  the  average  payment  to  a  retired  worker  ($103.92)  plus  average 
payment  to  a  spouse  ($58.23). 


There  is  no  data  for  New  York  City  on  the  amount  of  income  elderly  persons 
receive  from  sources  other  than  Social  Security  or  earnings.  However,  a  nation- 
wide sample  of  elderly  persons4  revealed  that  although  many  Social  Security 
beneficiaries  received  income  from  interest,  dividends  and  rents,  the  total 
amounts  of  such  income  was  minimal  (for  example,  the  median  income  from 
such  sources  for  married  couple  beneficiaries  was  $280.00  in  1962 ;  for  non- 
marrieds  the  median  was  $100  less).  Gifts  from  children,  friends  and  relatives, 
according  to  the  study,  amounted  to  barely  1%  of  the  aggregate  income  of  older 
people.  Since  pension  plans  are  a  relatively  new  phenomena,  they  are  not  an 
important  income  source  for  present  retirees. 


2  Source :  1968  Housing  d  Vacancy  Survey  done  by  the  U.S.  Census  for  the  City  Rent  and 
Rehabilitation  Administration. 

3  The  national  proportion  of  working  elderly  reported  by  the  Senate  Committee  on 
Aging  is  similar  to  that  in  New  York.  Nationally  most  of  the  workers  tend  to  be  con- 
centrated in  part-time  and  low  paid  jobs. 

i  The  Aged  Population  of  the  United  States.  The  1963  Social  Security  Survey  of  the 
Aged,  Table  3.2,  U.S.  Department  of  Health,  Education,  and  Welfare,  Washington,  D.C. 


Less  than  $2,000. 
$2,000  to  $2,999.. 
$2,000  to  $3,999,. 
$4,000  to  $5,999.. 
$6,000  to  $7,999.. 
$8,000  to  $9,999.. 
$10,000  and  over. 

Total  
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The  assets  of  the  elderly 

Nation-wide  the  principal  asset  of  older  people  is  ownership  of  a  mortgage- 
free  home,  according  to  the  above  mentioned  Social  Security  study.  Two  out  of 
three  married  couples  own  such  a  home,  and  one  out  of  three  single  elderly  is  a 
home  owner. 

In  New  York  City,  however,  the  home  ownership  picture  is  radically  different. 
The  vast  majority  of  all  elderly  households  (70%)  live  in  rented  apartments. 
The  older  New  Yorker  not  only  does  not  possess  the  asset  of  a  home,  but  fre- 
quently pays  more  for  shelter  than  is  the  pattern  nationally.  (BLS  reported  that 
in  1966  urban  outlay  for  maintaining  a  5  or  6  room  mortgage-free  home 
amounted  to  $711  per  year.  During  the  same  period,  over  half  of  the  households 
in  New  York  City  headed  by  persons  65 -f  paid  annual  rents  of  $960  or  more). 

Aside  from  home  ownership,  the  majority  of  aged  have  only  meager  assets, 
although  few  have  any  large  outstanding  debts.  Most  older  people,  the  Social 
Security  study  found,  were  either  unable  to  save  much  during  working  years, 
or  used  up  retirement  savings  for  emergencies,  educating  children,  or  to  help 
out  when  children  established  their  own  homes  and  families. 

How  poor  are  the  elderly  of  New  York  City? 

An  elderly  New  Yorker  is  far  more  likely  to  live  in  poverty  than  is  a  younger 
New  Yorker.  Race  and  ethnicity  no  longer  serve  as  sharp  discriminators  of 
income  once  people  reach  65.  Negroes,  Puerto  Ricans  and  white  alike  suffer 
poverty,  and  differentials  in  income  between  these  groups  virtually  disappear. 

A  measure  of  the  adequacy  of  income  is  the  so-called  poverty  line.  In  New 
York  City  the  poverty  line  is  defined  by  the  Human  Resources  Administration  as 
$2,400  for  a  couple  and  $1,840  for  an  individual.  In  1967  at  least  one  out  of  three 
New  York  City  Senior  Citizen  households  had  an  income  of  less  than  $2,000 
and  were  therefore  suffering  severe  poverty.  (If  all  of  these  households  con- 
sisted of  single  persons  they  would  still  be  below  or  just  at  the  "single  person" 
poverty  level.  However,  it  is  highly  likely  that  a  sizeable  proportion  of  these 
households  included  two  or  more  persons,  indicating  an  even  more  depressed 
level  of  income. ) 

Further  it  should  be  noted  that  persons  65  and  over  have  a  higher  poverty 
rate  than  any  other  group  in  the  population.  Among  "younger"  households  in 
New  York  (headed  by  persons  under  65)  only  4%,  or  one  out  of  25,  have  incomes 
of  $2,000  or  less  per  year  compared  with  one  out  of  three  "elderly"  households. 
About  half  of  all  elderly  households  report  incomes  under  $3,000  but  9%  of 
younger  households  fall  into  this  category. 

Another  commonly  used  measure  of  the  adequacy  of  income  to  meet  needs  is 
the  "Retired  Couple's  Budget  for  a  Moderate  Standard  of  Living"  of  the  Bureau 
of  Labor  Statistics.  This  budget  outlines  the  amount  of  money  necessary,  based 
on  current  price  levels,  to  secure  a  moderate  standard  of  living  for  a  retired 
couple.5 

According  to  the  latest  BLS  figures  for  New  York  City,  a  retired  couple  in 
Autumn  1968  required  an  annual  expenditure  of  $4,547  to  live  moderately. 
Although  no  budget  is  priced  specifically  for  single  persons,  BLS  estimated  than 
an  elderly  single  person  living  alone  in  a  city  needs  55%  of  the  amount  required 
for  a  couple,  or  in  the  case  of  New  York  City  $2,501  per  year.  The  just  released 
budget  envisions  the  following  necessary  expenditures  in  order  to  maintain 
a  moderate  living  standard. 

New  York  City 


Consumption  item  :  Autumn  1968 

Food   $1,  253 

Housing    1,770 

Transportation    258 

Clothing  and  personal  care   403 

Medical  care   336 

Other   253 


Total    4,273 

Gifts  and  contributions   273 


Grand  total   4,  546 


5  The  couple  is  defined  in  the  Bureau  of  Labor  Statistics  study  as  a  husband  age  65  or 
older,  and  his  wife,  self-supporting,  living  independently,  enjoying  fairly  good  health, 
receiving  hospital  and  medical  care  protection  under  medicare  and  occupying  a  mortgage 
free  home. 
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The  last  two  years  have  seen  an  almost  7%  increase  in  the  amount  of  money 
needed  by  an  elderly  couple  to  maintain  the  modern  standard  of  living  according 
to  BLS.  Of  the  several  major  components  of  the  budget,  expenditures  for  clothing, 
personal  care  and  medical  care  have  experienced  the  greatest  rise.  Medical  care 
costs  alone  have  gone  up  22%  while  clothing  and  personal  care  have  shown  an 
11%  increase  in  the  two  year  period. 

The  average  Social  Security  benefit  received  by  a  retired  couple  in  New  York 
City  (February  1968)  was  $1,945.80  or  a  little  under  half  of  what  is  required 
according  to  the  BLS  for  a  moderate  standard  of  living.  The  average  benefit  paid 
to  a  single  person  of  $1,247.04  similarly  falls  far  short  of  the  $2,501  per  year 
needed  by  a  retired  individual  to  live  modestly.  As  mentioned  previously,  half  of 
all  New  York  City  elderly  households  had  an  income  of  less  than  $3,000  in  1967. 
It  is  obvious  that  for  the  majority  of  New  York's  Senior  Citizens  "a  moderate" 
standard  of  living  is  far  beyond  their  means.  It  is  unlikely  that  many  of  these 
people  experienced  such  poverty  before  retirement. 

SOME  THOUGHTS  ON  THE  FUTURE 

It  is  obvious  from  the  foregoing  that  the  Social  Security  System  as  presently 
constituted  is  not  meeting  the  economic  retirement  needs  of  older  New  Yorkers. 
There  are  several  reasons  for  its  ineffectiveness.  Although  it  was  originally 
presumed  that  Social  Security  benefits  would  provide  only  a  minimum  foundation 
for  retirement  and  would  not  be  expected  to  cover  all  needs,  the  system  has 
become  the  principal  source  of  income  for  most  elderly  people.  Its  cash  benefits 
are  therefore  inadequate  to  provide  an  adequate  living  standard.  The  lack  of 
universal  coverage  particularly  hits  women  in  low  income  groups  in  New  York 
City.  Furthermore  marginal  workers  with  the  lowest  level  of  earnings  and 
therefore  no  appreciable  way  of  saving  receive  benefits  only  at  the  minimum 
level. 

Even  if  benefits  were  adequate  not  all  elderly  people  are  covered  by  the  system. 
Since  the  uncovered  are  the  group  most  economically  deprived,  they  fall  still 
further  behind  upon  retirement.  Problems  of  erosion  of  benefits,  however,  affect 
all  retired  workers.  In  periods  of  high  price  rise  there  is  a  substantial  loss  in  the 
real  value  of  their  benefits.  But  equally  important  is  the  long  range  decline  in 
the  socio-economic  position  of  retired  persons  vis-a-vis  the  economically  active 
population.  During  the  past  decades  increased  productivity  has  resulted  in 
a  sustained  climb  in  real  wages  and  in  standards  of  living  for  both  employed  and 
self-employed  persons,  but  not  for  the  retired  workers,  whose  contributions  during 
their  working  years  helped  make  the  increased  productivity  possible. 

It  is  unlikely  that  increases  in  social  security  benefits  alone  can  ever  close  the 
gap  between  the  aged  and  the  rest  of  the  population.  Nor  does  the  answer  seem 
to  lie  with  the  present  system  of  supplementary  Welfare  payments  under  the 
Old  Age  Assistance  Program.  At  the  present  time,  although  half  of  the  elderly 
households  in  New  York  City  have  incomes  of  less  than  $3,000  a  year,  only 
50,000  persons  are  presently  receiving  O.A.A.  Reluctance  to  apply  because  of  the 
stigma  attached  to  receiving  welfare  and/or  lack  of  knowledge  about  benefits 
and  eligibility  are  seen  as  primary  barriers  to  the  effectiveness  of  the  O.A.A. 
program  in  meeting  the  income  needs  of  older  persons. 

There  is  no  question  that  an  increase  in  current  social  security  benefits  is  an 
imperative  first  step  in  alleviating  severe  poverty  for  many  elderly  people.  How- 
ever, the  10%  across-the-board  increase  in  benefits  recently  proposed  by  the 
President  falls  far  short  of  the  mark.  Average  benefits  for  a  retired  couple  in 
New  York  City,  under  the  Nixon  proposal,  would  go  from  $1945.80  to  $2140.38 ; 
for  a  single  retired  person  from  $1247.04  to  $1371.74 ;  while  widows  or  widowers 
on  the  average  would  only  be  raised  from  $1093.44  to  $1202.78.  Such  average 
benefits  would  still  leave  a  large  proportion  of  the  elderly  below  the  poverty 
level  and  would  come  nowhere  near  providing  a  moderate  standard  of  living 
for  them.  Thus,  even  though  the  proposed  10%  increase  would  offset  the  most 
recent  price  rises,  the  institutionalization  of  poverty  among  the  elderly  would 
still  be  perpetuated. 

Increasing  social  security  benefits  alone  may  never  be  the  answer — indeed 
there  is  a  question  whether  actuarially  the  present  system  could  stand  the  in- 
creases necessary  to  eliminate  poverty.  To  prevent  the  institutionalization  of 
poverty,  it  may  well  be  necessary  to  guarantee  all  old  people  an  adequate  income 
regardless  of  their  previous  earning  and  employment  history.  If  an  individual's 
current  Social  Security  Benefits  and  his  income  from  other  sources  fall  below 
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a  defined  adequacy  level,  some  sort  of  noncontributory  supplementary  cash 
pension,  such  as  that  recently  instituted  in  Great  Britain,6  should  be  provided. 
It  is  imperative  that  such  supplementary  pensions  be  an  integral  part  of  the 
Social  Security  system  to  assure  their  widespread  acceptance.  What  is  called 
for,  in  effect,  is  a  Guaranteed  Retirement  Income. 


Statement  of  National  Capital  Area  Child  Day  Care  Association,  Inc. 

The  Board  and  staff  of  the  National  Capital  Area  Child  Day  Care  Association 
wish  to  make  a  few  specific  comments  on  the  provisions  for  Child  Care  Services 
contained  in  H.R.  14173.  We  should  also  like  to  associate  ourselves  with  the 
testimony  of  the  Day  Care  and  Child  Development  Council  presented  on  October 
28,  1969,  and  with  the  testimony  of  the  Health  and  Welfare  Council  of  the 
National  Capital  Area  presented  on  November  7,  1969. 

Our  Association  is  a  private,  nonprofit  corporation  which  provides  a  full  day, 
quality  child  development  program,  mostly  for  pre-schoolers.  We  are  funded 
primarily  by  Head  Start  and  the  Department  of  Labor,  for  approximately  680 
children,  in  eighteen  centers.  One  of  these  centers  is  operated  under  a  demon- 
stration grant  for  fifty  children  in  an  after  school  program. 

We  commend  the  statements  of  the  Administration  in  their  recognition  of  the 
importance  of  a  child  development  program — not  baby  sitting — for  children  dur- 
ing their  early  crucial  years.  (A  child  development  program  means  child  care 
services  provided  by  persons  trained  or  experienced  in  conducting  a  program 
responsive  to  the  progressive  stages  of  physical,  psychological,  social  and  intel- 
lectual growth  and  behavior  of  the  young  child.) 

The  text  of  the  bill,  however,  does  not  seem  to  us  specifically  to  require  such  a 
program,  and  we  would  urge  that  Section  437  (a),  on  page  40,  be  amended  to 
accomplish  this  goal.  In  line  18,  after  "related  services,"  the  words  "which  are 
designed  to  help  the  child  achieve  his  full  potential  and  which  are  operated 
under  a  plan  approved  by  the  Secretary  as  meeting  Federal  Standards  "  might 
be  inserted.  Sec.  437(a)  would  then  read  "There  are  authorized  to  be  appropriated 

....  such  sums  as  may  be  necessary  to  enable  the  Secretary  to  make  grants 

.  .  .  for  not  to  exceed  ....  90  per  centum  of  the  costs  of  projects  for  the  provision 
of  child  care  and  related  services  which  are  designed  to  help  the  child  achieve 
his  full  potential  and  which  are  operated  under  a  plan  approved  by  the  Secretary 
as  meeting  Federal  Standards  including  necessary  alteration  .  .  ." 

We  know  from  our  own  experience  that  there  is  a  serious  shortage  of  ade- 
quately trained  personnel,  and  we  would  urge  the  Secretary  in  implementing 
these  provisions  of  the  bill  to  give  a  high  priority  to  such  training. 

We  note  with  aproval  the  provision  of  90  per  cent  Federal  reimbursement  on 
the  renovation  of  buildings.  Oftentimes,  however,  in  the  long  run,  economies 
would  result  from  building  new  centers  capable  of  accommodating  one  hundred 
children  (in  small  groups,  of  course)  with  the  attendant  lower  operating  cost 
per  child,  than  in  renovating  several  smaller  structures.  We  therefore  urge  that 
matching  for  funds  for  new  construction  also  be  included  in  the  bill. 

We  must  add  a  comment  noting  that  the  Labor  Department,  under  the  Washing- 
ton Concentrated  Employment  Program,  has  cut  our  budget  by  $40,000.  This 
means  that  without  the  supportive  service  of  day  care,  these  mothers  who  are 
actually  working  and  in  whose  training  the  government  has  already  invested  time 
and  money  will  not  be  able  to  continue  in  employment.  They  cannot  afford  the 
cost  of  commercial  day  care  on  beginning  salaries.  We  urge  that  some  mechanism 
be  provided  for  transferring  these  mothers  to  the  new  program  without  the 
destructive  necessity  and  additional  expense  of  requiring  them  to  go  on  relief 
and  start  all  over  again. 

(Signed)  Betty  S.  Perry,  President. 

Dated :  November  12,  1969. 


6  In  England  the  new  "supplementary  pensions  for  people  over  pension  age"  are  payable 
to  men  over  65  and  women  over  60  not  in  full  time  work.  Incomes  below  the  guaranteed 
amount  are  supplemented  up  to  the  guaranteed  level.  Applications  are  referred  to  as  claims 
and  are  made  in  writing  with  interviews  held  as  desired  by  the  claimant  in  his  own  home 
or  a  local  office.  The  Supplementary  Pension  benefits  are  paid  at  the  same  time  and  in  the 
same  manner  as  the  contributory  Social  Insurance  benefits.  The  ease  of  application  and 
unobstrusiveness  of  method  of  payment  are  important  in  the  success  of  the  plan. 
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October  21,  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Ways  and  Means  Committee, 
House  of  Representatives,  Washington,  B.C. 

Dear  Mr.  Chairman.  The  members  of  the  D.C.  Stand  Operators  Association, 
representing  approximately  eighty  blind  persons  who  are  employed  as  vending 
stand  operators  in  Federal  buildings  of  this  area  wish  you  to  know  that  we  view 
with  favor  the  provision  of  H.R.  3782  and  we  would  deeply  appreciate  your  active 
support  in  insuring  its  enactment. 

This  Bill  is  known  to  us  as  the  "Disability  Insurance  For  the  Blind  Bill,"  and 
we  think  its  passage  would  go  a  long  way  toward  making  it  possible  for  blind 
people  to  compete  on  equal  terms  with  others  for  the  jobs  and  opportunities  that 
are  available  in  our  society. 

H.R.  3782  seeks  to  remove  the  disadvantages  placed  upon  individuals  by  the 
special  needs  and  special  demands  of  blindness  such  as  :  taxi  fares,  guide  services, 
readers,  special  implements,  etc. 

We  would  be  grateful  if  you  would  join  with  those  Congressmen  who  have 
pledged  their  support  to  this  measure,  and  in  many  instances  introduced  bills 
identical  to  this  and  use  your  influence  to  insure  that  it  shall  become  part  of  the 
law  of  the  land. 
Sincerely, 

Milton  Gerry,  President. 


Senior  Citizens  Clearing  House  Committee, 

Washington,  D.C,  September  25, 1969. 

Wilbur  D.  Mills, 

Chairman,  Ways  and  Means  Committee, 
1102  L.H.O.B.,  Washington,  D.C. 

Dear  Chairman  Mills  :  The  Senior  Citizens  Clearing  House  Committee  of 
Washington,  D.C,  Inc.,  is  in  favor  of  the  Social  Security  increase  in  that  it  should 
be  more  than  10%  and  at  least  20%  minimum.  We  feel  the  increase  should  be 
immediate.  A  four-year  period  is  a  lifetime  to  Senior  Citizens. 

The  Senior  Citizens  Clearing  House  Committee  Inc.,  is  representative  of  93 
Senior  Citizen  Clubs  in  the  Washington  area. 

The  Senior  Citizens  Clearing  House  Committee  Inc.,  would  be  glad  to  give 
testimony  in  favor  of  Social  Security  increase  or  help  to  assist  to  pass  this  par- 
ticular regulation. 
Sincerely, 

Mrs.  Mae  B.  Phillips,  President. 


Oklahoma  State  University, 
College  of  Business  Administration, 

Stillwater,  Okla.,  November  14,  1969. 

Representative  Wilbur  D.  Mills, 

Chairman,  House  Ways  and  Means  Committee, 

House  Office  Building,  Washington,  D.C. 

Dear  Congressman  Mills  :  Your  staff  may  find  the  enclosed  paper  of  interest 
in  connection  with  the  current  hearings  being  conducted  by  the  Ways  and  Means 
Committee  on  the  Administration  welfare  proposal. 

The  paper  proposes  an  income  subsidy  to  be  paid  only  to  individuals  who 
satisfy  a  minimum  work-time  criteria.  It  is  admittedly  a  partial  solution  to 
increasing  low-incomes,  but  it  is  designed  to  reward  first  those  persons  who  have 
responded  to  the  prevailing  work-ethic.  One  in  four  poor  persons  in  the  United 
States  lives  in  a  household  in  which  at  least  one  member  works  full-time  year 
round.  My  proposal  is  aimed  only  at  this  target  group. 

A  quick  reading  would  be  facilitated  by  covering  only  pages  2680-2691  where  the 
analytical  heart  of  the  proposal  is  set  forth. 
Sincerely, 

David  W.  Stevens. 
Associate  Professor  of  Economics. 

Enclosure  : 
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ALTERNATIVE  DIRECT  WAGE  SUBSIDY  PLANS  TO 
INCREASE  RECIPIENT  INCOME  LEVELS 


David  W.  Stevens 
Associate  Professor  of  Economics 
Oklahoma  State  University 
Stillwater,  Oklahoma  74074 


For  presentation  at  the  1969  Western  Economic  Association 
meetings,  Long  Beach,  California,  August  21-22,  1969. 


This  paper  was  written  before  the  first  public  announcement  on 
July  19  that  President  Nixon  would  reveal  on  August  8  the  de- 
tails of  a  proposed  family  security  plan  that  is  touted  as  a 
comprehensive  and  radical  departure  from  current  income  transfer 
programming. 
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INTRODUCTION* 

The  purpose  of  this  paper  is  to  consider  direct  wage  subsidy  (DWS)  as  a 
means  to  increase  the  income  level  of  at  least  some  of  the  employed  poor.  DWS 
is  explored  as  an  alternative,  for  this  target  group,  to  the  more  frequently 
discussed  tax-transfer  schemes  whose  apparently  incompatible  objectives  of 
allocative  efficiency,  income  adequacy,  and  work  incentive  effect  place  them 
in  conflict  with  the  prevailing  work-ethic  ideology  of  legislators  who  must 
pass  judgment  on  the  means  to  be  used  to  alleviate  poverty.     Attention  is 
devoted  here  to  the  demand,  as  well  as  supply,  incentive  effects  of  DWS 
mechanisms.     Differential  effects  of  supply  versus  demand  sector  introduction 
of  the  subsidy  are  also  explored.     It  is  stressed  that  DWS  is  not  urged  as  a 
panacea  to  eliminate  all  sub-standard  incomes. 

Section  I  indicates  the  magnitude  and  selected  dimensions  of  the  low 
earnings  problem.     Static  work-leisure  decision  theory  is  used  in  Section  II 
to  illustrate  the  probable  effect  of  introducing  alternative  types  of  DWS 
mechanisms.     The  relevance  of  dynamic  elements  in  this  choice  model  is  also 
explored  here.     This  conceptual  framework  is  then  used  in  Section  III  to 
analyze  DWS-related  programs  that  have  been  proposed  in  Congressional  bills, 
and  an  alternative  to  these.     A  concluding  section  explores  the  possible  con- 
tribution of  DWS  to  a  comprehensive  effort  to  eliminate  existing  inadequate 
standards  of  individual  welfare. 


Part  of  the  analysis  presented  here  was  included  in  a  discussion  paper 
written  for  the  January  1969  meeting  of  the  National  Manpower  Policy  Task 
Force  Associates.     I  thank  the  Associates  for  their  comments,  but  emphasize 
that  views  expressed  here  may  diverge  sharply  from  those  of  particular  mem- 
bers of  that  group. 
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i 

THE  NATURE  OF  THE  PROBLEM 


Poverty  is  a  multi-faceted  phenomenon  of  which  income  is  one  important 

dimension.     The  most  frequently  cited  source  of  a  poverty  income  criterion 

is  the  Social  Security  Administration  index"'",  although  the  City  Worker's 

2 

Family  Budget  index  devised  by  the  Department  of  Labor  may  be  a  more  appro- 
priate target  for  individual  well-being. 

Since  the  focus  of  this  paper  is  on  the  employed  poor  who  work  full-time 
3 

year-round  ,  descriptive  statistics  are  presented  for  this  group  only. 

In  1965,  three  million  men  worked  full-time  year-round  and  earned  less 

4 

than  $2,500.     This  group  represented  nine  percent  of  all  fully  employed  men. 
In  addition,  2.6  million  women  who  worked  full-time  year-round  earned  less 
than  $2,500  in  1965,  representing  21  percent  of  all  fully  employed  women 
during  that  time  span. 

In  1965,  half  of  the  male  low  earners  were  employed  in  private  wage  and 
salary  jobs,  and  only  15  percent  of  these  were  in  the  agricultural  sector. 
Another  40  percent  of  male  low  earners  were  self-employed,  suggesting  one 


See  Mollie  Orshansky,  "Counting  the  Poor:     Another  Look  at  the  Poverty 
Profile,"  Social  Security  Bulletin,  28:1  (January  1965),  pp.   3-29,  and  "The 
Shape  of  Poverty  in  1966,"  Social  Security  Bulletin,  31:3  (March  1968),  pp.  3-32. 

2See  Bulletins  No.  1570-1  (October  1967)  and  1570-2  (November  1968), 
Bureau  of  Labor  Statistics. 

"^The  data  presented  here  were  obtained  from  Current  Population  Surveys 
(CPS)  conducted  annually  by  the  Bureau  of  the  Census  during  the  month  of 
March.     A  person  is  classified  as  having  worked  full-time  year-round  if  he 
worked  35  hours  or  more  a  week  during  the  majority  of  the  weeks  worked,  and 
if  he  worked  primarily  at  civilian  jobs  for  50  weeks  or  more  during  the  year. 
Cf.,  U.   S.   Bureau  of  the  Census,  Current  Population  Reports,   Series  P-60, 
No.  58,  "Year-Round  Workers  with  Low  Earnings  in  1966,"  April  4,  1969,  pp.  8-9. 
Also  see  fn.  19. 

4 

Vera  C.  Perrella,  "Low  Earners  and  Their  Incomes,  Monthly  Labor  Review, 
90:5  (May  1967),  p.  36.  "Low  earner"  indicates  a  person  whose  annual  earnings 
were  less  than  $2,500  for  full-time  year-round  employment. 
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operational  problem  to  be  confronted  in  the  design  of  a  DWS  mechanism. 
Another  eight  percent  of  the  male  low  earners  were  government  employees, 
representing  five  percent  of  all  male  full-time  year-round  government  employees. 

Among  the  fully  employed  female  low  earners  in  1965,  nearly  80  percent 
were  employed  in  non-agricultural  private  wage  and  salary  jobs,  eight  per- 
cent were  government  employees,  and  11  percent  were  self-employed. 

There  is  no  necessary  connection  between  individual  earnings  and  personal 
welfare.     The  presence  of  more  than  one  earner  in  a  household  and  non-earnings 
income  are  two  examples  of  factors  that  can  intervene  between  individual 
earnings  and  well-being.     Therefore,  it  is  of  interest  to  look  at  income 
data  for  those  family  units  in  which  the  head  of  household  worked  full-time 
year-round . 

Table  1  shows  the  proportion  of  all  family  units  with  a  fully  employed 
head  of  household  that  had  incomes  in  specified  ranges  during  1967. 

TABLE  1 

PROPORTION  OF  FAMILIES  WITH  A  FULLY  EMPLOYED 
HEAD  OF  HOUSEHOLD  THAT  HAD  INCOMES 
IN  SPECIFIED  RANGES  IN  1967 


Under  $1,000 
$1,000  -  1,499 
$1,500  -  1,999 
$2,000  -  2,499 
$2,500  -  2,999 
$3,000  -  3,499 

Source:  U.  S.  Bureau  of  the  Census,  Current  Population  Reports,  Series  P-60, 
No.  59,  "Income  in  1967  of  Families  in  the  United  States,"  April  18, 
1969. 


% 

Total 

Cumula- 
tive % 

White 

Cumula- 
%          tive  % 

Negro 

Cumula 
%            tive  % 

.7 

.6 

1.8 

.5 

1.2 

.4 

1.0 

1.7 

3.5 

.6 

1.8 

.5 

1.5 

1.7 

5.2 

.9 

2.7 

.7 

2.2 

4.0 

9.2 

1.0 

3.7 

.7 

2.9 

3.6 

12.8 

1.9 

5.6 

1.5 

4.4 

6.0 

18.8 
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It  is  clear  that  smaller  proportions  of  family  units  have  annual  incomes 
below  a  given  level  than  the  proportion  of  individual  earners  who  fall  below 
the  same  threshold.     This  is  an  important  factor  to  be  considered  in  the 
design  of  a  DWS  program. 

The  most  comprehensive  analysis  to  date  of  the  characteristics  of  male 
low  earners  uses  data  collected  in  the  March  1967  CPS"*,  which  refer  to  work 
experience  during  the  calendar  year  1966. 

Of  the  35.3  million  men  holding  full-time  year-round  jobs  in  1966,  30.9 
million  were  heads  of  families.     Of  these  30.9  million  male  heads  of  families, 
2.1  million  (7  percent)  earned  less  than  $3,000.     "Family  heads  below  age  25 
and  those  age  55  and  over  accounted  for  nearly  half  of  all  low  earners,  al- 
though they  represented  only  one-fourth  of  all  workers."^    This  relationship 
has  important  implications  for  the  design  of  a  DWS  program. 

Since  both  the  Social  Security  Administration  and  Department ' of  Labor 
poverty  indices  are  based  on  size  of  family,  it  is  instructive  to  look  at  the 
incidence  of  low  earnings  by  family  size.     "In  1966,  more  than  one-fourth  of 
all  the  poor  and  4^  million  poor  children  lived  in  families  headed  by  a  man 
employed  throughout  the  year."'' 

Table  2  shows  the  importance  of  considering  number  of  family  members 
in  a  definition  of  inadequate  earnings.     Therefore,  this  is  another  factor 
that  must  be  considered  in  the  development  of  a  DWS  plan. 

This  brief  descriptive  introduction  provides  a  basis  for  exploring  the 
potential  contribution  of  alternative  DWS  plans.     It  is  apparent  that  the 

^Current  Population  Reports,  Series  P-60,  No.  58,  op.  cit. 
6Ibid. ,  p.  2. 

^Economic  Report  of  the  President,  February  1968,  p.  147. 
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TABLE  2 


PROPORTION  OF  NONFARM  MALE  HEADS  OF  FAMILY  WHO  WORKED 
FULL-TIME  YEAR-ROUND  AND  HAD  EARNINGS  BELOW  SPECIFIED 
THRESHOLD  LEVELS,  BY  SIZE  OF  FAMILY 

Proportion  with  Earnings  Below      Proportion  with  Earnings  Below 
Size  of  Family  SSA  Poverty  Income  Level  BLS  Moderate  Income  Level 


TOTAL 

7.4 

55.0 

2 

4.4 

27.7 

3 

3.8 

49.0 

4 

4.7 

57.8 

5 

8.2 

73.4 

6  or  more 

19.5 

80.1 

Source:     Adapted  from  Current  Population  Reports,  Series  P-60,  No.  58, 
Table  C,  p.  4. 


2663 


specification  of  poverty  criteria  will  determine  the  number  of  persons  eligible 
for  any  program  to  supplement  incomes.     The  need  to  distinguish  between  indi- 
vidual earnings  and  family  income,  and  to  recognize  the  relation  between 
adequacy  of  earnings  and  family  size  has  been  emphasized.     The  existence  of 
a  substantial  number  of  self-employed  persons  with  low  earnings  has  been 
noted  because  of  the  problem  this  poses  for  the  design  of  any  DWS  plan.  The 
relation  between  age  and  low  earnings  has  also  been  noted,  because  of  the 
importance  of  this  factor  in  estimating  the  expected  duration  of  income  in- 
adequacy. 

Consideration  of  these  factors — age,  size  of  family,  sources  and  amount 
of  family  unit  income,  and  the  poverty  income  criterion  itself — will  again  be 
of  interest  when  alternative  DWS  plans  are  compared  in  Sections  II  and  III. 
However,  before  introducing  specific  proposals  it  is  appropriate  to  review 
the  theory  of  work-leisure  decision  making,  because  the  work  incentive  effect 
of  income  transfers  is  undoubtedly  the  most  controversial  aspect  of  any  attempt 
to  raise  inadequate  income  levels. 

II 

THE  THEORY  OF  WORK-LEISURE  CHOICE 

The  literature  on  the  supply  of  work  effort  has  increased  rapidly  during 

g 

the  past  few  years  as  interest  in  income  transfer  mechanisms  has  quickened. 

The  only  claim  of  originality  that  is  made  here  concerns  the  application  of 

traditional  theory  to  DWS  programs  not  to  my  knowledge  considered  by  previous 
g" 

An  introduction  to  the  literature  and  comprehensive  references  to  other 
sources  can  be  found  in:     Christopher  Green,  Negative  Taxes  and  the  Poverty 
Problem,  The  Brookings  Institution,  1967;  "The  Negative  Income  Tax:  A 
Symposium,"  Industrial  Relations,  6:2  (February  1967);  and  "Income  Redistri- 
bution and  the  Labor  Supply:     A  Symposium,"  The  Journal  of  Human  Resources, 
3:3  (Summer  1968). 
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authors . 


Figure  1  reproduces  the  traditional  work-leisure  diagram. 


Income 


FIGURE  1 


o 


Leisure 


Measuring  leisure  on  the  abscissa  and  income  on  the  ordinate,  Figure  1  shows 

the  individual  to  be  in  equilibrium  when  he  is  earning  Yq  income  by  working 

L  L    hours  at  w    wage  rate, 
to  o  b 

The  static  theory  holds  that  a  change  in  the  effective  wage  rate  would 
have  an  indeterminant  effect  on  work  effort  because  the  income  and  substitu- 
tion effects  counteract  one  another,  assuming  leisure  is  a  normal  good.  How- 
ever, an  increase  in  income  attributable  to  an  income  transfer  not  related 
to  work  effort  does  not  involve  any  change  in  relative  prices,  hence  there 
is  no  substitution  effect  and  the  negative  relation  between  income  and  work 
effort  virtually  assures  a  reduction  of  work  effort.     Thus,  if  a  positive 
lump  sum  transfer  and  a  reduction  in  the  effective  wage  rate  are  combined 
(as  they  are  in  most  negative  income  tax  proposals) ,  the  pure  income  effect 
of  that  portion  of  the  transfer  that  is  not  related  to  work  effort  would 
tend  to  increase  the  consumption  of  leisure,  while  the  pure  income  effect  of 
the  reduction  in  wage  rate  would  be  expected  to  increase  the  incentive  to 
work.     Combined  with  the  associated  substitution  of  now  relatively  less 
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expensive  leisure  for  work,  the  resulting  net  effect  suggested  by  traditional 

9 

static  theory  is  a  reduction  in  work  effort.       However,  the  appropriateness 
of  static  theory  has  been  questioned. 

Boskin^  cites  three  intertemporal  phenomena  that  could  result  in  an 
increase  in  work  effort  associated  with  a  lump  sum  transfer  and  a  constant 
rate  tax  on  earnings  up  to  some  threshold  level.     These  are:     (1)  the  pro- 
ductivity effect,  which  suggests  that  increased  income  allows  improvement 
in  health  and/or  investment  in  training,  either  of  which  might  be  expected 
to  increase  productivity  and  wages  which  would  result  in  a  reduction  in  now 
more  costly  leisure;   (2)   the  restricted  activity  effect,  which  is  based  on  a 
negative  relation  between  income  and  days  lost  from  work,  thus  pushing  down 
the  lower  limit  on  the  amount  of  leisure  imposed  by  inadequate  health,  trans- 
portation difficulties,  and  other  associated  causes  of  absenteeism;  and  (3) 
the  investment  effect,  which  refers  to  combined  productivity  and  restricted 
activity  effects  on  the  children  of  the  recipients  of  a  transfer. 

Conlisk"'"^  also  refers  to  a  dynamic  health  effect,  and  adds  three  others— 
a  motivation  effect  attributable  to  aspirations  based  on  past  income  attain- 
ment; a  taste  effect  based  on  the  desire  to  maintain  a  previously  attained 
standard;  and,  a  commitment  effect,  related  to  the  acquisition  of  assets  and 
accumulation  of  associated  debts.     All  of  these  lead  to  a  dependence  of  moti- 
vation to  work  on  lagged  income. 
12 

Finally,  Kaun      has  recently  commented  that  even  if  the  work  effort  of 


Q 

See  Christopher  Green,  "Negative  Taxes  and  Monetary  Incentives  to  Work: 
The  Static  Theory,"  The  Journal  of  Human  Resources,  3:3  (Summer  1968),  286-87. 

"^Michael  J.  Boskin,  "The  Negative  Income  Tax  and  the  Supply  of  Work 
Effort,"  The  National  Tax  Journal,  20  (December  1967),  353-67. 

"'""'"John  Conlisk,  "Simple  Dynamic  Effects  in  Work-Leisure  Choice:  A 
Skeptical  Comment  on  the  Static  Theory,"  The  Journal  of  Human  Resources, 
3:3  (Summer  1968) ,325. 

12 

David  E.  Kaun,  "A  Comment  on  the  Work-Leisure  Myth,     The  Review  of 
Radical  Political  Economics,  1:1  (May  1969),  85-88. 
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the  recipients  of  the  transfer  does  decline  this  may  be  more  than  compensated 
for  by  an  increase  in  the  supply  of  labor  by  those  who  bear  the  cost  of  the 
transfer. 

What  can  be  said  about  the  probable  effects  in  particular  situations 

of  changing  the  effective  wage  rate  versus,  or  in  combination  with,  a  lump 

sum  transfer  not  related  to  work  effort?    The  best  analysis  of  this  issue, 

13 

to  my  knowledge,  has  been  done  by  Richard  Muth. 

It  is  useful  to  distinguish  the  labor  force  participation  effect  of  an 
altered  earnings  opportunity  from  an  hours-of-work  effect.     A  decision  to 
enter  or  not  enter  the  labor  force  is  quite  different  from  a  decision  to 
vary  the  number  of  hours  worked. 

The  possible  attractiveness  of  a  DWS  program  is  premised  on  the  accuracy 

of  the  following  observation  made  by  Muth: 

...increased  earnings  opportunities  would  appear  to  have 
relatively  little  effect  upon  the  incomes  of  many  lower- 
income  families  because  their  members  do  not  hold  jobs 
or  are  not  readily  induced  to  obtain  them  by  higher  wage 
rates,  and  increased  non-earnings  income  might  well  in- 
duce a  substantial  reduction  in  the  earnings  of  families 
whose  members  already  have  jobs.-^ 

This  statement  points  up  the  problem  confronting  negative  income  tax 
proponents  who  seek  a  non-categorical  transfer  mechanism  based  only  on  income 
deficiency  as  an  eligibility  criterion.     If  the  guaranteed  base  is  pegged  at 
an  adequate  level  for  those  who  "should  not"  work,  then  the  work  effort  dis- 
incentive for  those  who  "should"  work  is  likely  to  be  very  high.     A  combina- 
tion of  an  inadequate  base  for  those  who  "should  not"  work  with  a  marginal 

— 

See  Richard  Muth,  The  Evaluation  of  Selected  Present  and  Potential 
Poverty  Programs,  Study  S-244,  January  1966;  and  Federal  Poverty  Programs : 
Assessment  and  Recommendations,  Report  R-116,  January  1966,  Institute  for 
Defense  Analyses,  Economic  and  Political  Studies  Division.     (Both  available 
only  from  The  Clearinghouse  for  Federal  Scientific  and  Technical  Information, 
Springfield,  Virginia,  22151.) 

14Muth,  Study  S-244,  p.  21. 
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tax  rate  on  earnings  that  will  prove  to  be  neither  too  large  to  reduce  the 
incentive  to  work  of  those  who  "should"  work  nor  too  small  to  avoid  subsi- 
dizing families  with  incomes  substantially  higher  than  the  threshold  ob- 
jective does  not  appear  to  move  us  very  far  toward  the  objective  of  a 
socially  acceptable  minimum  standard  of  well-being  for  every  individual. 

If  it  is  relatively  easy  to  identify  those  poor  families  that  would  be 
unlikely  to  have  earnings  in  the  absence  of  a  transfer,  then  an  adequate 
lump  sum  transfer  could  be  made  without  concern  for  the  work  incentive  effect. 
There  is  disagreement  about  the  ease  with  which  such  probability  statements 
can  be  made,  but  there  is  a  probability  continuum  and  a  social  concensus 
could  be  reached  about  the  appropriate  threshold  probability  value  below 
which  a  family  should  be  eligible  for  a  fully  adequate  transfer.     Some  of  the 
physically  and  mentally  disabled  would  be  eligible  by  anyone's  standard. 
Others,  such  as  families  with  a  female  head  of  household,  would  be  more  diffi- 
cult to  classify,  because  of  the  possible  incentive  provided  for  family  unit 
dissolution  and  the  debate  about  whether  a  mother's  place  is  in  the  home. 
For  purposes  of  this  paper  it  will  be  assumed  that  an  acceptable  transfer 
mechanism  could  be  designed  for  those  without  earnings  who  would  not  be  ex- 
pected to  have  earnings  in  the  absence  of  the  transfer,  recognizing  that  some 
slippage  would  be  inevitable.     The  remaining  issue  then  resolves  into  alter- 
native ways  to  increase  the  income  level  of  those  with  inadequate  earnings. 

There  are  three  alternatives  that  are  not  necessarily  mutually  exclusive — 
investment  in  human  capital  (training,  improved  health  care,  etc.),  public 
sector  employment,  and  wage  subsidy.     Investment  in  human  capital  is  obviously 
a  very  important  component  of  any  comprehensive  manpower  services  package. 
The  value  of  direct  government  employment  depends  upon  the  aggregate  level  of 
employment  and  the  elasticity  of  private  sector  demand  for  the  individuals  in 
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question.     Given  a  relatively  low  aggregate  level  of  unemployment  and  probable 
high  price-elasticity  of  private  sector  demand  for  low-wage  workers,  it  does 
not  appear  that  government  employment  would  be  a  very  effective  means  to 
raise  income  levels  at  this  time."^ 

Again,  it  is  stressed  that  appropriate  monetary  and  fiscal  policy, 
aggressive  combating  of  discriminatory  employment  practices,  adequate  invest- 
ment in  education,  training  and  resource  mobility,  and  income  transfer  pro- 
grams for  non-earners  are  all  assumed  to  be  desirable  complements  to  any  DWS 
plan  for  low  earners.     No  exclusion  principle  is  urged. 

Muth  reached  the  following  conclusion  from  his  preliminary  empirical 
analysis : 

...it  would  appear  that  the  apparently  slight  response  of 
hours  worked  to  wage  rates  is  the  result  of  pure  substi- 
tution and  real  income  elasticities  which  are  numerically 
large  and  opposite  in  sign.     Indeed,  the  pure  substitution 
elasticity  of  hours  worked  with  respect  to  wage  rates,  which 
reflects  only  the  effect  of  an  increased  opportunity  cost 
of  leisure  time  with  respect  to  time  worked,  may  well  be 
larger  than  +3.     This  means  that  if  a  wage  subsidy  could 
be  devised  that  avoids  the  income  effect  of  higher  wages 
on  time  worked  (which  effect  tends  to  increase  leisure  time 
or  reduce  time  worked) ,  the  response  of  time  worked  would  be 
positive  and  relatively  large. 

A  program  of  wage  subsidies  not  so  designed  would  be  more 
expensive  because  the  empirical  evidence  indicates  that  few 
new  workers  would  be  attracted  into  the  labor  force,  while 
those  already  working  would  reduce  their  hours  worked. 17 

Muth  suggested  two  possible  ways  to  devise  such  a  subsidy,  although  he 

did  not  pursue  the  mechanics  of  implementing  either.     Since  the  intermediate 

objective  would  be  to  offer  a  compensated  wage  increase  such  that  income  would 

be  unchanged  for  the  same  number  of  hours  worked  as  before  the  increase 


"^See  Muth,  Report  R-116,  pp.  73-74;  and,  Glen  G.  Cain,  "Some  Unresolved 
Issues  About  a  Public  Employment  Program,"  0E0  memorandum  dated  October  26, 
1966. 

16Muth,  Report  R-116,  p.  70. 
17Muth,  Study  S-244,  p.  33. 
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(thereby  avoiding  the  undesirable  negative  income  effect  on  work  effort) , 
either  a  subsidy  based  only  on  overtime  hours  or  a  reduction  in  non-earned 
income  to  offset  the  wage  increase  would  accomplish  this  purpose. 

Both  of  these  solutions  would  require  an  increase  in  hours  worked  to 
realize  an  increase  in  earnings.     An  alternative  would  be  to  offer  a  bonus 
to  those  who  are  considered  to  be  working  an  acceptable  number  of  hours  al- 
ready, yet  are  receiving  inadequate  earnings,  and  to  those  who  increase  the 
number  of  hours  worked  to  this  level. 

Four  selected  DWS  techniques  are  diagrammed  below  to  facilitate  compari- 
sons.    The  four  alternatives  are: 

(1)  a  subsidy  paid  without  reference  to  an  hours  worked  constraint 
or  non-earnings  transfers  received; 

(2)  a  subsidy  paid  only  for  overtime  hours  worked; 

(3)  a  subsidy  combined  with  a  reduction  in  non-earnings  income 
such  that  income  at  the  pre-subsidy  number  of  hours  worked 
will  remain  unchanged;  and 

(4)  a  subsidy  based  on  a  minimum  work-effort  constraint. 

Figure  2  shows  the  probable  effect  on  work  effort  of  subsidy  plan  number 
one  above,  based  on  static  work-leisure  choice  theory. 


Income 


FIGURE  2 


18, 


Leisure 


Cf.,  the  recent  exposition  by  Albin  and  Stein  of  a  work  requirement 
constraint  on  the  demand  for  public  assistance,  where  related  concepts  are 
used  in  a  different  context:     Peter  S.  Albin  and  Bruno  Stein,  "The  Constrained 
Demand  for  Public  Assistance,"  The  Journal  of  Human  Resources,   3:3  (Summer 
1968),  pp.  304-306. 
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Before  the  subsidy  is  offered  the  individual  will  be  in  equilibrium 

working  LtL0  hours  and  earning        income.     With  the  opportunity  to  earn  a 

constant  subsidy  rate  for  each  hour  worked  the  individual  is  shown  to  reach 

a  new  equilibrium  by  reducing  the  number  of  hours  worked  and  increasing 

leisure  time  by  L  L    hours,  while  realizing  an  increase  in  income  of  Y  Y  . 

o  i  o  1 

Two  aspects  of  this  behavior  may  be  considered  undesirable.     First,  the  reduc- 
tion of  work  effort  in  response  to  the  receipt  of  an  income  transfer  could 
be  expected  to  be  politically,  and  perhaps  socially,  undesirable.  Second, 
substitution  of  leisure  for  income  may  leave  the  individual  below  what  is 
considered  to  be  a  socially,  acceptable  minimum  income  level.     If  other  per- 
sons are  dependent  upon  this  individual's  support,  his  choice  may  be  undesir- 
able.    The  example  shown  assumed  that  the  negative  income  effect  on  work  effort 
dominated  the  positive  substitution  effect.     While  this  is  likely,  it  is  not 
a  necessary  outcome. 

Figure  3  below  shows  the  probable  effect  on  work  effort  of  a  subsidy 
that  is  limited  to  overtime  hours.     In  this  case  the  individual  can  only 


realize  an  increased  income  by  increasing  the  number  of  hours  worked  beyond 


Income 


FIGURE  3 


Leisure 


a  specified  norm,  such  as  "full-time. 


it 


This  plan  not  only  protects  against 


A 
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an  undesirable  income  effect;  it  actually  requires  additional  work  effort  to 
benefit  from  the  program.     It  is  not  clear  that  the  fully  employed  poor  should 
be  asked  to  work  more  hours   (assuming  that  "full-time"  would  be  the  norm)  to 
supplement  their  incomes,  or  even  that  they  have  an  opportunity  to  do  so. 
One  result  of  an  overtime  subsidy  might  be  to  reduce  employment  opportunities 
for  others. 

Figure  4  shows  a  subsidy  plan  that  is  combined  with  a  compensating  re- 
duction in  non-earnings  income  so  that  the  level  of  income  associated  with 
the  pre-subsidy  level  of  work  effort  is  unchanged. 


Leisure 


In  this  example  the  individual  is  in  initial  equilibrium  at  Yq  income, 

working  L  L    hours,  and  receiving  a  non-earnings  transfer  of  Y  .     If  a  sub- 
t  o  Cj 

sidy  is  offered  without  any  compensating  reduction  in  the  non-earnings  transfer 
the  expected  effect  on  work  effort  would  be  the  same  as  in  Figure  2,  a  reduc- 
tion (again  assuming  that  the  income  effect  dominates).     However,  the  off- 
setting reduction  in  non-earnings  income  means  that  for  levels  of  work  effort 
less  than  the  pre-subsidy  level  total  income  would  be  reduced.  Therefore, 
hours  worked  would  be  expected  to  increase  since  this  is  the  only  way  income 
can  be  increased.     Again,  whether  opportunities  to  work  more  hours  exist  and 
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the  effect  of  such  increases  on  other  persons  would  have  to  be  considered 
in  devising  such  a  plan,  as  well  as  considering  the  question  of  requiring 
additional  work  effort  to  achieve  a  higher  living  standard. 
A  fourth  subsidy  plan  is  shown  in  Figure  5. 


Income 


FIGURE  5 
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Under  this  plan,  in  the  example  shown,  a  low  earner  who  is  already  work- 
ing at  the  constraint  level  ^^L^  (say  full-time)  would  receive  a  bonus  equal 
to  the  difference  between  his  earnings  Yq  and  a  specified  target  income  level 

Y  .     The  negative  income  effect  on  work  effort  is  avoided,  as  it  was  in  the 
G 

plans  shown  in  Figures  3  and  4,  by  not  supplementing  earnings  on  hours  worked 

less  than  the  specified  number.     The  effective  wage  rate  has  been  increased 

from  w    to  w^,  on  the  number  of  hours  worked  up  to  the  constraint  level  if 
o  G  — 

that  level  is  achieved,  so  that  advantage  can  be  taken  of  the  desirable  sub- 
stitution  effect  if  less  than  T->^L^  hours  were  worked  in  the  pre-subsidy 
period;  but  since  no  income  increase  accrues  within  this  range  of  work  effort 
there  is  no  incentive  to  substitute  leisure  for  additional  income.     If  insti- 
tutional constraints  requiring  an  "all  or  nothing"  offer  of  labor  services 

are  accepted  as  a  normal  situation,  I,  L    could  be  set  at  this  level. 
r  to 
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Tangencies  of  1^  with  L^_A  to  the  right  of  A  would  result  in  a  corner 
solution  at  A  with  a  lower  level  of  satisfaction,  but  no  reduction  in  will- 
ingness to  work  because  points  on  L  A  to  the  right  of  A  are  not  attainable. 

o 

The  line  segment  L^A  is  shown  only  to  indicate  the  reward  associated  with 

19 

these  hours  of  work  _if  the  I^L^  level  is  reached  during  the  base  period. 

Tangencies  of  Iq  with  LfcB  to  the  right  of  B  would  result  in  an  increased 
willingness  to  work  in  order  to  qualify  for  the  DWS ,   except  for  the  cases 
shown  in  Figures  6  and  7  below.     While  the  market  wage  rate  is  insufficient 
to  call  forth  such  a  response,  the  subsidy  would  do  so.     This  assumes  that 
the  opportunity  to  work  more  hours  is  present,  but  this  is  by  no  means  certain. 

It  is  likely  that  a  person  who  is  willing  to  work  more  than  L  L  time 

t  o 

units  in  the  absence  of  a  DWS  would,  in  the  presence  of  such  an  option,  re- 
duce his  offer  of  labor  services  to  L  L  .     This  reduction  could  take  the 

t  o 

form  of  a  reduction  of  overtime  hours  or  the  foregoing  of  a  second  "moon- 

21 

lighting"  job  if  L^L^  is  established  at  the  full-time  base-period  level. 

Figures  6  and  7  illustrate  cases  in  which  the  individual  would  not  res- 
pond to  the  DWS  incentive  proposed.     In  Figure  6  the  individual  is  shown  to 
be  indifferent  between  the  two  situations.     The  work-leisure  preference  pattern 


20 


19 

The  selection  of  the  relevant  time-base  will  affect  eligibility  for, 
and  the  amount  of,  subsidy  because  of  irregularities  in  work  patterns.  See 
p.  17. 
20 

See  Kaun,  op.  cit.,  p.  87;  and,  James  N.  Morgan,  "The  Supply  of  Effort, 
The  Measurement  of  Weil-Being  and  the  Dynamics  of  Improvement,"  The  American 
Economic  Review,  58:2  (May  1968),  p.  31:  "...the  less  money  people  make  per 
hour  the  more  hours  they  report  working,  and  the  more  extra  work  they  want." 
21 

This  suggests  that  the  composition  of  aggregate  labor  supply  could  be 
purposely  affected  by  the  DWS  mechanism.     For  instance,  if  the  DWS  is  premised 
on  the  idea  that  no  one  should  work  more  (or  less)  than  LtL0  time  units  during 
the  base  period,  then  the  disincentive  effect  stated  above  would  be  desirable. 
In  fact,  a  100  percent  tax  rate  could  be  imposed  on  earnings  from  time  worked 
in  excess  of  LtLQ.     Alternatively,  if  the  objective  is  to  increase  productive 
activity  even  in  this  range  some  combined  market-subsidy  rate  higher  than  w0 
would  be  necessary.     In  come  cases,   the  normal  overtime  multiple,  x,  of  wQ 
would  provide  sufficient  incentive  to  expand  employed  time  beyond  L^Lo  (when 
x  •  wQ>  the  slope  of  1^  to  the  left  of  A  in  Figure  5) . 
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of  many  secondary  workers  could  be  expected  to  be  of  the  type  shown  in 

Figure  7.     For  these  people  the  disutility  of  increasing  the  amount  of  work 

time  to  L  L    exceeds  the  utility  associated  with  the  additional  combined 
t  o 

market-subsidy  income  thereby  acquired. 


Income 


FIGURE  6 


Income 


FIGURE  7 


Leisure 


Leisure 


On  the  basis  of  the  three  cases  illustrated  in  Figures  5-7  above,  it 
appears  that  an  appropriately  calculated  L^  and        could  achieve  the  adequacy 
of  income  objective  sought  through  other  tax  transfer  mechanisms  without  in- 
curring the  probable  disincentive  on  willingness  to  work  or  the  necessity  to 
increase  work  effort  that  is  characteristic  of  the  alternatives. 

It  was  stated  in  footnote  19  above  that  the  selection  of  L    affects  eli- 

o 

gibility  for  and  the  expected  response  to  a  DWS .     Why?     The  social  objective 
is  assumed  to  be  the  establishment  of  a  floor  under  the  income  flow,  free  from 
any  artificial  time  constraint.     However,  as  the  time  base  is  shortened,  in- 
creasing numbers  of  low  income  persons  with  irregular  work  patterns  will  be 
rendered  ineligible.     One  way  to  minimize  this  problem  would  be  to  vary  the 
base-period  definition  for  selected  occupations  or  industries.     The  use  of 
the  term  "full-time  year-round"  should  be  read  with  this  possible  qualifica- 
tion in  mind. 

It  is  tentatively  concluded  that  the  supply  incentive  effects  of  a  DWS 
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can  be  effectively  controlled  by  a  proper  specification  of  L    and  Y  .  Are 

o  G 

the  demand  effects  similarly  reassuring?    This  question  will  be  explored  in 
the  next  section  after  specific  alternative  proposals  that  have  been  made 
are  presented. 

This  section  has  relied  almost  entirely  on  the  implications  of  tradi- 
tional static  work-leisure  theory,  although  suggestions  of  possible  favor- 
able dynamic  work- incentive  effects  of  income  transfers  were  cited.  One 

possibly  serious  undesirable  intertemporal  effect  has  been  noted  by  Perlman — 

22 

a  reduction  in  the  incentive  to  invest  in  human  capital. 

It  should  also  be  made  clear  that  the  expected  work  effort  disincentive 
effect  of  most  tax-transfer  proposals  is  based  on  the  constant  positive  mar- 
ginal tax  rates  incorporated  in  the  plans.     The  possible  value  of  declining 

marginal  tax  rates,  or  even  negative  tax  rates,  has  been  suggested  if  in- 

23 

creased  work  effort  is  the  objective.        A  negative  tax  on  earnings  is,  of 
course,  a  subsidy,  and  so  we  are  back  to  the  DWS  issue. 

Having  explored  the  expected  responses  to  alternative  abstract  plans, 
attention  is  turned  to  the  real  world  of  political  economy.     What  legislation 
has  been  introduced  that  relates  to  the  DWS  issue? 


Richard  Perlman,  Labor  Theory,  John  Wiley  and  Sons,  New  York,  1969, 
pp.   75-76.     (Chapter  III  in  its  entirety  is  relevant  to  the  issues  raised 
here,  pp.  63-76.) 

23 

See  Klaus  Kisker,  "A  Note  on  the  Negative  Income  Tax,"  National  Tax 
Journal,   20  (March  1967),  pp.   102-105;  Richard  Perlman,  "A  Negative  Income 
Tax  Plan  for  Maintaining  Work  Incentives,"  The  Journal  of  Human  Resources , 
3:3  (Summer  1968),  pp.   289-299;  and,  Richard  J.  Zeckhauser,  "Optimal  Mechanisms 
for  Income  Transfers,"  Discussion  Paper  No.  40,  Harvard  Institute  of  Economic 
Research,  August  1968,  36  pp. 
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LEGISLATION:     PROPOSED  AND  ENACTED,  AND  AN  ALTERNATIVE 

The  1967  amendments  to  the  Social  Security  Act  introduced  two  provisions 
that  are  of  interest  here  because  they  exemplify  the  prevailing  Congressional 
attitude  toward  income  transfer  programming.     First,  for  families  receiving 
AFDC  benefits  a  mandatory  earnings  exemption  took  effect  in  all  states  on  or 
before  July  1,  1969.     The  first  $30  of  earned  income  (of  all  household  mem- 
bers) in  a  given  month  plus  one-third  of  additional  income  is  now  exempt 
from  the  traditional  dollar  for  dollar  reduction  in  the  AFDC  benefit  for  that 
month. ^    This  supersedes  an  infrequently  used  provision  that  had  allowed 
states  to  exempt  not  more  than  $50  a  month  of  earned  income  by  a  dependent 
child  under  age  18  up  to  a  maximum  of  $150  a  month,  on  a  state  option  basis. 
With  this  amendment  the  effective  tax  rate  on  earnings  over  $30  a  month  re- 
mains higher  than  66  percent  (2/3  of  earnings  plus  all  normal  payroll  taxes), 
so  this  is  obviously  not  a  program  to  benefit  the  working  poor. 

A  second  highly  controversial  provision  of  the  1967  amendments  is  the 
work  incentive  program  (WIN)  for  AFDC  recipients.     This  provision  also  became 
mandatory  in  all  states  on  July  1,  1969.     State  welfare  agencies  must  now 
determine  who  among  their  AFDC  recipients  should  be  referred  to  private  sec- 
tor employment,  or  if  that  is  not  available,  to  a  training  program  that  will 
lead  to  employment.     If  neither  private  sector  employment  nor  appropriate 
training  is  available,  public  service  employment  with  a  government  agency 
or  a  non-profit  organization  will  be  sought.     The  work  incentive  component 
provides  that: 

2^See  "The  Social  Security  Amendments  of  1967 — Public  Law  248,  90th 
Congress:     Brief  Summary  of  Major  Provisions  and  Detailed  Comparison  with 
Prior  Law,"  Senate  Committee  on  Finance,  July  15,  1968,  p.  62. 
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(i)n  those  cases  where  an  employee  receives  wages  which 
are  insufficient  to  raise  his  income  to  a  level  equal  to 
the  (welfare)  grant  he  would  have  received  had  he  not 
been  in  the  project  plus  20  percent  of  his  wages,  a  wel- 
fare check  equal  to  the  difference  would  be  paid. 25 

Here  again,  an  80  percent  tax  is  imposed  on  earnings  above  a  minimal 

level.     Few  people  would  argue  that  even  maximum  welfare  benefits  combined 

with  20  percent  of  earnings  that  can  be  expected  of  those  who  are  eligible 

for  welfare  benefits  provides  much  of  an  incentive  to  work.     The  "incentive" 

actually  lies  in  the  associated  provision  of  the  1967  amendments  to  terminate 

welfare  payments  for  "a  refusal  to  accept  work  or  undertake  training  without 

good  cause."     The  important  point,   though,  for  present  purposes,  is  that  the 

WIN  program  has  little  to  offer  the  fully  employed,  or  potentially  fully 
26 

employed  poor  person. 

The  opportunity  to  introduce  income  supplement  programs  was  promoted  by 

the  1967  amendments  of  the  Economic  Opportunity  Act  of  1964.     Title  I,  Part 

B,  Section  123(a),  of  the  EOA,  as  amended,  provides  that 

The  Director  may  provide  financial  assistance  in  urban 
and  rural  areas  for  comprehensive  work  and  training 
programs  or  components  of  such  programs,  including  the 
following:   ...(8)  programs  to  provide  incentives  to 
private  employers,  other  than  nonprofit  organizations, 
to  train  or  employ  unemployed  or  low-income  persons , 
including  arrangements  by  direct  contact,  and  reimburse- 


Ibid  ,  ,  p.   66 . 

26 

New  York  state  guarantees  full-time  workers  an  income  equal  to  what 
they  would  receive  in  welfare  benefits  if  they  were  not  employed.  Mitchell 
Ginsberg,  administrator  of  the  New  York  City  Human  Resources  Administration, 
told  a  Joint  Economic  Committee  hearing  in  1968  that  "we  have  3,300  men  who 
are  currently  working  full-time,  but  who  because  of  the  size  of  family  and 
low- income  jobs  that  they  have,  get  supplementary  assistance  that  Commissioner 
Wyman  talked  about."  Income  Maintenance  Programs,  Hearings  Before  the  Sub- 
committee on  Fiscal  Policy  of  the  Joint  Economic  Committee,   90th  Congress, 
2nd  Session,  Vol.  I,  Proceedings,  1968,  p.   37.     While  this  program  bears  a 
greater  resemblance  to  the  subsidy  plan  proposed  in  this  paper  than  any 
other  existing  program  known  to  the  author,  it  suffers  from  one  major  defect 
— the  individual  is  offered  a  zero  return  for  foregoing  leisure  to  work 
full-time.     Also  see  Leonard  J.  Hausman,  "Potential  for  Financial  Self-Support 
Among  AFDC  and  AFDC-UP .Recipients , "  The  Southern  Economic  Journal,  37:1 
(July  1969) ,  pp.  60-66. 
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ments  to  employers  for  a  limited  period  when  an  employee 
might  not  be  fully  productive ....  27     (emphasis  added) 

A  series  of  House  and  Senate  bills  have  been  introduced  as  a  result  of 

this  enabling  legislation.     Among  these  are  the  following,  in  chronological 

sequence: 

28 

EMPLOYMENT  INCENTIVE  ACT  OF  1967 

The  purpose  of  this  Act  is  to  increase  employment  oppor- 
tunities for  individuals  whose  lack  of  skills  and  ade- 
quate education  acts  as  a  barrier  to  employment  at  or 
above  the  Federal  minimum  wage,  and  thus  to  help  provide 
useful  employment  and  training  opportunities  for  indivi- 
duals who  might  otherwise  be  trapped  in  the  cycle  of 
poverty  by  persistent  and  recurrent  unemployment  or  under- 
employment . 

The  heart  of  this  bill  was  a  minimum  wage  equivalency  refund,  equal  to 
40  percent  of  the  wage  paid  for  the  first  half  of  a  certified  period,  and 
20  percent  for  the  last  half  of  the  period.     Since  this  bill  was  not  enacted 
into  law  the  details  of  the  program  will  not  be  presented  here.     In  terms  of 
its  potential  for  assisting  low  earners  (which  was  not  its  primary  objective), 
suffice  it  to  say  that  employee  certification  would  have  been  for  a  maximum 
of  one  year  and  non-renewable,  with  a  cumbersome  employer  and  employee  certi- 
fication process. 

29 

EMERGENCY  EMPLOYMENT  AND  TRAINING  ACT  OF  1968 

...it  is  the  purpose  of  this  Act  - 

(1)  .... 

(2)  to  provide  incentives  to  private  enterprise  employers 
other  than  nonprofit  organizations  to  invest  in  the  im- 
provement of  the  Nation's  human  resources  by  hiring, 
training,  and  employing  low- income  and  unemployed  persons 
who  reside  in  areas  burdened  with  severe  unemployment  and 
underemployment . 


"Economic  Opportunity  Act  of  1964,  as  Amended,"  Senate  Committee  on 
Labor  and  Public  Welfare,  March  1968,  pp.  15-16. 
7  8 

S.2601,  90th  Congress,  1st  Session,  introduced  on  October  31,  1967, 
by  Senator  Percy. 
29 

S.3063,  90th  Congress,  2d  Session,  introduced  on  February  29,  1968, 
by  Senator  Clark. 
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Again,  this  bill  was  not  passed  by  Congress  so  the  details  of  the  Act 

will  be  omitted.     However,  it  is  of  interest  to  note  that  formal  employer 

plans  would  have  been  required  before  financial  assistance  could  be  approved, 

and  regulations  were  called  for  to  safeguard  against  use  of  the  financial 

incentives  as  a  subsidy  for  normal  operations. 

30 

NATIONAL  MANPOWER  ACT  OF  1968 

(Title  II:     Employment  Incentive  Act  of  1968) 

It  is  the  purpose  of  this  title  to  provide  an  incentive 
to  American  business  to  invest  in  the  improvement  of  the 
Nation's  human  resources  by  hiring,  training,  and  employ- 
ing presently  unemployed  and  underemployed  workers  lack- 
ing needed  job  skills. 

Also  not  enacted,  this  bill  would  have  provided  for  a  diminishing  tax 
credit  (ranging  from  75  percent  during  the  first  six  months  to  25  percent 
during  the  second  year)  on  wages  paid  to  disadvantaged  employees.     The  Secre- 
tary of  Labor  would  have  determined  eligibility  criteria.     Again  surveilance 
was  called  for  to  protect  against  employer  replacement  of  current  employees 
with  eligible  disadvantaged  persons  to  secure  the  tax  credit. 

THE  GUARANTEED  EMPLOYMENT  ACT  OF  196731 

This  unsuccessful  Act  would  have  provided  for  public  sector  or  nonprofit 
organization  employment  for  (among  others)  those  who  are  forced  by  economic 
reasons  to  work  on  a  part-time  basis  though  seeking  full-time  employment. 
Such  a  program  could  have  important  effects  on  a  DWS  program  if  the  two  were 
offered  simultaneously,  as  will  be  noted  later  in  this  section. 

INCOME  MAINTENANCE  ACT32 


This  Act,  which  was  not  enacted,  would  have  provided  for  a  comprehensive 


30 

S.3249,  AMENDMENT,  90th  Congress,  2d  Session,  introduced  on  March  28, 
1968,  by  Senator  Javits. 
31 

H.R. 17330,  90th  Congress,  2d  Session,  introduced  on  May  16,  1968,  by 
Representative  Price. 
32 

H.R. 17331,  90th  Congress,  2d  Session,  introduced  on  May  16,  1968,  by 
Representative  Ryan. 
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negative  income  tax  program,  including  an  annual  maximum  base  income  of 

$2,004  for  a  family  of  four  with  no  other  income,  and  a  50  percent  tax  on 

33 

earnings  up  to  a  specified  breakeven  level. 

HUMAN  INVESTMENT  ACT  OF  1968_34 

It  is  the  purpose  of  this  Act  to  provide  an  incentive  to 
American  business  to  invest  in  the  improvement  of  the 
Nation's  human  resources  by  hiring,  training,  and  employ- 
ing presently  unemployed  workers  lacking  needed  job  skills, 
and  by  upgrading  the  job  skills  of  and  providing  new  job 
opportunities  for  workers  presently  employed. 

This  bill  would  provide  for  an  employer  tax  credit  amounting  to  10  per- 
cent of  allowable  employee  training  expenses,  and  would  not  be  restricted  to 
35 

disadvantaged  individuals. 

Perhaps  the  best  hope  for  innovation  in  the  manpower  services  delivery 

system  lies  in  THE  COMPREHENSIVE  MANPOWER  ACT  OF  196936,  which  states  that 

In  recognition  of  the  unmet  needs  of  the  unemployed  and 
underemployed,  the  Congress  finds  that  it  is  eesential . . . . 
(6)  to  develop  new  approaches  for  improved  services  and 
changes  in  traditional  organizational  patterns  used  to 
assist  economically  disadvantaged  and  insufficiently 
trained  individuals. 


See  Income  Maintenance  Programs,  op.  cit.,  pp.  355ff,  for  a  discussion 
of  this  bill. 

34 

S.998,  91st  Congress,  1st  Session,  introduced  on  February  17,  1969,  by 
Senator  Prouty. 
35 

The  merit  of  employer  tax  incentive  devices  was  evaluated  in  the  fol- 
lowing way  by  the  Department  of  Labor  during  the  last  year  of  the  Johnson  ad- 
ministration:    "This  Department  does  not  favor  tax  credits,  as  a  device  for  the 
administration  of  manpower  programs...."     See,  Employment  and  Training  Legis- 
lation -  1968 ,  Appendix  to  Hearings  before  the  Subcommittee  on  Employment, 
Manpower  and  Poverty  of  the  Senate  Committee  on  Labor  and  Public  Welfare,  1968, 
pp.   39-40.     Also  see,  A  Government  Commitment  to  Occupational  Training  in 
Industry :     Report  of  the  Task  Force  on  Occupational  Training  in  Industry, 
August  1968,  pp.   77-89,  and  statement  of  exception,  pp.  101-104. 

H.R. 10908,  91st  Congress,  1st  Session,  introduced  on  May  5,  1969,  by 
Representative  Steiger.     Another  bill  that  is  similar  in  many  ways,  but  that 
refers  only  to  "unemployed  low- income  persons,"  who  do  not  comprise  the  pri- 
mary target  group  under  discussion  in  this  paper,  is  H.R. 11620,  THE  MANPOWER 
ACT,  91st  Congress,  1st  Session,  introduced  on  May  26,  1969,  by  Representa- 
tive O'Hara. 


2681 


This  brief  survey  of  legislation  that  has  not  been  accepted  gives  some 
indication  of  the  response  of  the  Congress  even  to  temporary  employer  sub- 
sidies to  induce  them  to  hire  and  train  the  unemployed  and  underemployed. 

The  JOBS  programs  of  the  Manpower  Administration  exemplify  what  ijs  attain- 

t  37 
able  in  today  s  political  environment. 

With  this  legislative  history  in  mind  and  with  the  dimensions  of  the 

low  earners  problem  before  us,  is  it  possible  to  conceive  of  a  practical  DWS 

plan? 

It  will  be  useful  to  re-enumerate  the  factors  that  should  be  considered 
in  designing  an  income  transfer  mechanism,  and  then  discuss  each  one  in  turn. 

The  three  underlying  objectives  are  assumed  to  be  income  adequacy  for 
the  recipients,  distributional  equity  between  the  subsidy  recipients  and  those 
who  are  taxed  to  pay  for  the  transfer,  and  efficiency  in  conducting  the  program. 

The  following  factors  should  be  considered  in  seeking  to  achieve  these 
objectives  through  a  DWS  plan: 

1.  Many  of  the  poor  are  not,  and  should  not  be  in  the  labor  force. 

2.  All  low  earners  are  not  poor,  because  some  live  in  families  with 
multiple  earners  and/or  non-earnings  income. 

3.  Some  low  earners  are  self-employed,  particularly  in  agriculture. 

4.  Income  adequacy  is  related  to  the  number  of  family  members  and 
to  rural  or  urban  residence. 

5.  The  expected  duration  of  subsidy  eligibility  is  related  to  the 
age  profile  of  the  low  earner  population. 

6.  Disincentive  effects  on  work  effort  should  be  minimized. 

7.  Employers  should  be  subsidized  through  the  transfer  program  only 
to  the  extent  that  it  is  necessary  to  achieve  the  stated  goals. 

ALL  OF  THE  POOR  DO  NOT  (AND  SHOULD  NOT)  WORK 

The  fact  that  some  of  the  poor  are  already  working  full-time  year-round, 

some  are  not  working  full-time  but  would  if  they  had  the  opportunity  to  do  so, 


See,  Employment  and  Training  Legislation  -  1968 ,  Appendix,  op.  cit. , 
pp.  17-18, and  25ff,  and  the  Manpower  Report  of  the  President,  January  1969, 
pp.   93-94,  for  a  discussion  of  the  JOBS  concept. 
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some  cannot  work,  and  some  should  not  work  is  an  argument  for,  not  against, 

.     .  38 
categorical  programs. 

No  one  has  to  my  knowledge  conceived  of  a  single  income  transfer  mech- 
anism that  can  efficiently  and  effectively  serve  the  highly  heterogeneous 
poor  population.     Certainly  the  proponents  of  the  negative  income  tax  approach 
do  not  see  such  a  program  as  a  panacea  to  eliminate  all  poverty.     It  does 
appear,  however,  that  the  income  adequacy  objective  is  sacrificed  in  those 
proposals  in  deference  to  the  work  effort  issue.     The  DWS  proposal  urged 
here  relies  on  an  ability  to  identify  those  who  would  not  be  expected  to 

have  earnings  in  the  absence  of  the  subsidy  and  to  provide  for  their  needs 

39 

through  a  lump-sum  transfer. 

ALL  LOW  EARNERS  ARE  NOT  POOR:     MULTIPLE  EARNERS  AND  NON-EARNINGS  INCOME 

Since  the  objective  of  income  transfers  is  to  achieve  a  more  adequate 
income  flow  (standard  of  living)  for  designated  persons,  without  allowing 
spill-overs  to  persons  other  than  the  designated  group,  how  can  the  problem 
of  multiple  earners  and  non-earnings  income  be  handled?    Given  existing  com- 
puter capability  it  would  be  relatively  inexpensive  to  assign  family  unit 
cede  numbers  to  participating  individuals,  so  that  a  combined  earnings  level 


38 

However,  if  the  categories  that  are  established  are  not  mutually  ex- 
clusive there  will  be  slippage  in  achieving  an  acceptable  mix  of  transfer 
programs.     For  instance,  while  society  may  be  willing  to  fully  support  all 
totally  blind  persons  without  any  work  effort,  it  is  observed  that  many  blind 
persons  are  able  to  support  themselves  and  their  dependents  by  earnings  alone. 
An  undesirable  concomitant  of  defining  categories  is  the  social  stigma  and 
psychological  effect  of  being  told  "you  cannot  work"  or  "you  should  not  work." 
I  thank  Albert  Rees  for  emphasizing  the  importance  of  these  points. 
39 

The  lump-sum  transfer  should  be  smaller  than  the  combined  earnings- 
subsidy  income  level  of  those  who  work  if  leisure  has  a  positive  utility. 
However,  see  Harold  G.  Vatter,  "On  the  Folklore  of  the  Backward-Sloping  Supply 
Curve,"  Industrial  and  Labor  Relations  Review,   (July  1961),  pp.  578-586,  cited 
in  Kaun,  op.  cit.  ,  p.  86.     Thus,  if  a  program  is  designed  in  part  to  compensate 
those  who  work  for  the  foregoing  of  leisure,  and  leisure  is  actually  a  dis- 
utility for  the  poor,  the  incentive  to  move  out  of  the  "no  expectation  of 
earnings"  category  would  be  greater  than  anticipated. 
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would  be  readily  available.     However,  this  procedure  could  introduce  two 
additional  problems,  neither  of  which  is  unique  to  the  transfer  plan  pro- 
posed here.     First,  there  could  be  an  incentive  to  dissolve  the  family  unit, 
so  that  more  than  one  earner  could  qualify  for  the  subsidy.     This  incentive 
could  be  eliminated  by  proper  specification  of  the  target  income  schedule 

based  on  number  of  persons  dependent  upon  the  participating  individual's 
40 

income. 

In  addition,  though,  the  guarantee  of  an  adequate  income  level  based  on 
a  work-effort  criterion  less  than  or  equal  to  full-time  employment  of  a 
single  member  of  the  family  could  have  serious  disincentive  effects  on  the 
labor  force  participation  of  secondary  workers,  primarily  wives  and  teenagers. 
The  DWS  plan  diagrammed  in  Figure  5  would  result  in  a  100  percent  tax  on  all 
earnings  of  secondary  workers  in  participating  families  up  to  the  target  in- 
come level.     In  other  words,  once  a  family  is  certified  to  be  eligible  for  an 
income  transfer  and  the  subsidy  amount  is  determined,  any  increase  in  earnings 
would  result  in  a  dollar  for  dollar  reduction  in  the  subsidy  up  to  the  full 
amount  of  the  transfer.     If  a  full-time  (or  any  other)  work  constraint  is 
imposed  this  100  percent  tax  feature  will  not  result  in  a  reduction  below 
this  level  of  hours  worked  by  the  primary  earner,  but  it  could  have  serious 
effects  on  his  productivity  and  the  incentive  for  him  to  invest  in  human 
capital,  as  Richard  Perlman  has  noted. 

The  importance  of  a  disincentive  to  accept  promotions  or  to  invest  in 
training  is  dependent  upon  a  number  of  assumptions  about  labor  market  pro- 
cesses. It  assumes  that  more  remunerative  jobs  are  in  some  sense  "harder" 
so  that  a  person  would  not  seek  or  accept  them  in  the  absence  of  a  monetary 

^If  adequate  income  levels  were  guaranteed  would  it  really  be  necessary 
to  provide  elaborate  safeguards  against  this  type  of  fraud?     Is  there  empiri- 
cal evidence  that  suggests  the  family  unit  would  be  dissolved  for  economic 
advantage,  once  the  question  of  survival  is  surpassed? 
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reward  for  so  doing.     In  many,  if  not  most,  cases  the  opposite  may  be  more 
probable.     Higher  paying  jobs  are  "better,"  they  carry  more  prestige,  and 
they  may  lead  to  further  advancement.     It  is  not  readily  apparent,  then, 
that  an  increase  in  earnings  offset  dollar  for  dollar  by  a  reduction  in  the 
subsidy  received  would  not  be  sought  or  accepted  through  increased  produc- 
tivity.    The  postulated  disincentive  also  assumes  that  the  individual  res- 
ponds to  the  current  absence  of  monetary  reward  for  greater  productivity. 
However,  if  there  is  a  high  probability  that  the  guaranteed  income  level  can 
be  exceeded  through  investment  in  training  there  is  a  positive  incentive  to 
do  so.     It  is  tentatively  concluded  that  the  labor  supply  of  the  primary 
earner  in  a  family  could  be  effectively  maintained  and  even  induced  to  expand 
through  dynamic  effects  on  productivity,  but  that  labor  force  participation 
rates  of  secondary  workers  would  be  expected  to  drop  precipitously  for  family 
units  with  combined  earnings  falling  below  or  near  the  specified  guaranteed 
income  level. ^ 

SOME  OF  THE  POOR  ARE  SELF-EMPLOYED 

This  point  merits  little  attention  here.     Some  of  the  wealthy  are  self- 
employed,  too.     It  is  true  that  a  work  effort  constraint  could  lead  to  abuse 
of  the  self-employment  claim,  but  the  magnitude  of  this  problem  relative  to 
the  low  earner  problem  in  its  entirety  suggests  that  it  should  not  impede 
progress  toward  the  larger  goal. 
"  4i 

While  this  would  increase  the  short-run  cost  of  the  transfer  program 
substantially  it  may  not  be  considered  a  totally  undesirable  effect.  With- 
drawal from  the  labor  force  of  these  secondary  workers  would  be  expected  to 
result  in  rising  market  wage  rates  and  technological  changes  that  would 
improve  the  market  opportunities  of  others,  as  well  as  providing  some  in- 
centive for  those  who  withdrew  to  return  at  the  now  higher  wage  levels. 
Also,  to  the  extent  that  effort  is  sufficient  to  qualify  a  family  for  a 
guaranteed  income  standard  it  may  be  deemed  socially  undesirable  for  a 
wife  or  child  to  have  to  work  because  the  father's  earnings  from  full-time 
employment  are  inadequate. 
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THE  GUARANTEED  INCOME  LEVEL,   SIZE  OF  FAMILY  AND  RURAL-URBAN  RESIDENCE 

Both  the  size  of  family  and  residence  factors  could  easily  be  handled 
by  devising  a  schedule  of  income  levels  that  would  allow  attainment  of  a 
comparable  standard  of  well-being.     The  SSA  and  BLS  indices  already  provide 
such  schedules. 

THE  AGE  DISTRIBUTION  OF  LOW  EARNERS  AND  EXPECTED  DURATION  OF  SUBSIDIES 

This  aspect  of  the  profile  of  low  earners  deserves  more  analysis  than 
it  has  received  to  date.     It  has  already  been  noted  that  nearly  half  of  all 
low  earners  are  family  heads  under  25  years  old  or  over  54,  although  these 
groups  comprise  only  one-fourth  of  all  workers.     Many  young  low  earners 
apparently  become  more  productive  and  earn  their  way  out  of  this  category, 
while  older  workers  withdraw  from  the  labor  force  ultimately.     A  DWS  plan 
would  accept  this  low  productivity  or  susceptibility  to  market  imperfections 
as  given  and  would  alleviate  the  symptoms  without  directly  attacking  the 
causes  of  low  earnings.     Does  this  mean  that  a  perpetual  subsidy  is  envisaged? 
This  depends  on  the  response  of  labor  market  forces  to  the  income  transfer. 
DWS  INCENTIVE  EFFECTS  ON  THE  SUPPLY  OF  LABOR 

The  supply  effect  of  a  subsidy  plan  incorporating  an  hours-of-work  con- 
straint has  been  discussed  in  the  previous  pages.     It  was  concluded  that 
disincentive  effects  on  work  effort  can  be  avoided,  at  the  expense  of  excluding 
those  who  do  not  meet  the  threshold  hours  criterion.     Since  the  specification 
of  a  work  effort  criterion  would  require  some  degree  of  social  concensus  it 
follows  that  an  individual  who  chooses  not  to  work  that  number  of  hours  des- 
pite the  opportunity  to  do  so  would  be  considered  undeserving  of  assistance 
under  this  program.     However,  the  program  as  proposed  would  also  exclude  those 
who  could  not  meet  the  work  effort  criterion  because  of  an  absence  of  employment 
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opportunity.        Therefore,  it  is  necessary  to  explore  the  demand  environment 
in  which  a  DWS  might  be  expected  to  be  introduced,  and  the  effect  of  super- 
imposing such  a  program  on  existing  market  institutions. 
DWS  EFFECTS  ON  THE  DEMAND  FOR  LABOR 

The  introduction  of  a  guaranteed  combined  earnings-subsidy  income  level 
above  that  achievable  through  existing  market  opportunities,  requiring  only 
that  a  specified  hours-of-work  criterion  be  met,  may  give  employers  an  in- 
centive to  reduce  wage  offers,  thereby  altering  the  established  market  wage 
structure. 

During  1968  Joint  Economic  Committee  hearings,  Senator  Proxmire  raised 
this  issue  in  connection  with  a  discussion  of  the  market  effects  to  be  ex- 
pected from  introduction  of  a  negative  income  tax  program. 

I  would  like  to  ask. .about  the  possibility  that  we  might 
have  the  same  experience  here  that  they  have  under  the 
English  poor  laws;  that  is,  a  tendency  for  employers  to 
bargain  with  employees  to  pay  a  wage  which  will  enable, 
especially  if  you  eliminate  the  minimum  wage,  employers 
to  reduce  their  wage  costs  very  greatly  without  substan- 
tially decreasing  the  income  of  the  employees. ^ 

Muth  had  already  dealt  with  this  problem  in  connection  with  a  specific 

wage  subsidy  plan,  but  dismissed  its  importance. 

Under  the  wage-subsidy...,  the  government  would  agree 
to  pay  an  employer  a  certain  fraction,  say  one-half,  of 
the  difference  between  the  wage  the  employer  pays  a 
worker  and  some  minimum  level,  say  $2  per  hour,  pro- 
vided his  wage  is  less  than  this  minimum.     It  might 
appear  that  under  such  a  program  employers  would  have 
an  incentive  to  reduce  the  wage  paid  a  worker  earning 


"Absence  of  opportunity"  is  an  ambiguous  concept.     Opportunity  depends 
on  both  supply  and  demand  factors.     Implicit  in  the  statement,  "I  cannot  find 
a  qualified  person  to  fill  this  job  opening,"  is  a  given  level  and  type  of 
employer  search  effort,  a  particular  qualification  criteria  set,  and  an  estab- 
lished price.     Similarly,  there  are  judgments  concerning  individual  search 
effort,  an  acceptable  price  for  labor  services,  and  a  job  acceptability  criteria 
set  implicit  in  the  statement,  "I  cannot  find  a  job  commensurate  with  my 
qualifications . " 

^Income  Maintenance  Programs,  op.  cit.  p.  140. 
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less  than  $2  per  hour  in  order  to  collect  a  greater  sub- 
sidy.    But  while  a_  single  employer  might  be  so  tempted , 
competition  among  employers  would  instead  increase  the 
wage  the  worker  receives . 44     (emphasis  added) 

Under  this  type  of  plan 

(1)     s  -  k  (w    -  w  ) 
t  m 

where  s  is  the  subsidy  rate,  wfc  is  the  target  wage  rate,        is  the  market 

wage  rate,  and  k  is  the  fraction  of  the  difference  between  w^  and  w    to  be 
&  '  t  m 

paid  as  an  income  transfer  to  employers.  Therefore,  as  long  as  (w^  -  s)  is 
less  than  the  net  contribution  to  firm  revenue  (MRP)  ,  it  is  assumed  that  w 

m 

will  be  bid  up  by  market  competition.     In  equilibrium,         =  MRP  +  s  would 

hold.     This  market  wage  rate  would  be  maintained  only  as  long  as  the  subsidy 

continued,  or  to  the  extent   that  the  worker's  contribution  to  firm  revenue 

increased  enough  to  offset  reductions  in,  or  elimination  of  the  transfer. 

Cain  has  stressed  the  probable  short-run  disruption  of  labor  market 

processes  that  would  result  from  introducing  this  subsidy  on  a  large  scale 

basis,  although  he  agrees  that 

(t)his  proposition  is,  I  believe,  essentially  correct 
insofar  as  the  equilibrium  state  of  the  labor  market  is 
concerned;   that  is,  after  the  passage  of  time  the  wage 
cuts  would  be  restored.     But  how  long  a  period  of  time 
would  be  required  to  achieve  equilibrium,  and  how  costly 
would  the  frictions  and  turnover  in  the  market  be?^^ 

Could  these  competitive  processes  also  be  counted  on  under  the  two  al- 
ternative subsidy  plans  set  forth  in  this  paper?     Both  the  Percy  and  Javits 
46 

bills      proposed  subsidies  to  employers  of  the  following  type: 

(2)     s  =  kw 

m 

where  the  symbols  have  the  same  definitions  as  they  did  in  equation  (1). 


44 

Muth,  Report  R-116,  pp.  68-69. 

^~*Glen  G.  Cain,  "The  Proposal  for  Wage  Subsidies,"  0E0  memorandum  dated 
December  19,  1966. 
46 

See  fns.  28  and  .30,  respectively. 
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In  this  case  w^  would  be  bid  up  until  it  equaled  MRP/l-k  if  the  competitive 
assumption  is  made,  and  again  the  subsidy  could  be  withdrawn,  or  k  reduced, 
only  if  MRP  increased  by  an  offsetting  amount.     Both  S.2601  and  S.3249,  as 
amended,  implicitly  assumed  that  this  would  occur,  because  in  each  the  sub- 
sidy was  applicable  for  a  short  period  of  time  only,  and  the  subsidy  rate 
declined  at  specified  intervals  during  this  period. 

The  subsidy  plan  set  forth  as  an  alternative  to  the  foregoing  proposals 
is  of  the  following  type: 


(3)  S  =  Y    -  (Y    +  Y  )  Y     >   (Y    +  Y  ) 

ten  ten 

where  S  is  the  subsidy  amount  to  be  paid  directly  to_  the  employee,  Y    is  the 
target  income  level,  Y^  is  earned  income,  Y^  is  non-earnings  income,  and 

n  n 

(4)  Y    =  w  .  h.  +     I   w  .  h.  (h.  +    X    h.)  »  z 

e        mi    i  mj     j  i        ^  j 

where  h^  is  hours  worked  by  the  primary  earner  and  n^    h_  represents  hours  worked 

j=l 

by  other  family  members;  their  sum  constrained  to  be  greater  than  or  equal  to 

a  specified  number  of  hours,  z,  to  qualify  a  person  or  family  for  the  subsidy. 

The  earnings  of  specified  family  members  could,  if  desired,  be  excluded  from 

the  computation  of  earnings.     Thus,  part-time  work  by  teenagers  who  are  in 

school,  for  instance,  could  be  exempted  on  the  basis  that  a  disincentive  to 

engage  in  such  activity  is  undesirable.     Of  course,  if  h.  >,  z ,  then    ny  h. 

1  *•  J 

would  be  expected  to  fall  to  zero  because  the  earnings  of  these  additional 
family  members  would  be  fully  compensated  for  by  the  subsidy  to  achieve  Yfc. 

Would  there  be  an  incentive  for  employers  to  maintain  or  raise  w^? 
Temporarily  let  us  assume  that  all  employee  compensation  must  be  in  the  form 
of  money  wages.     Then,  market  competition  would  bid  wages  to  the  point  where 


2689 


w    =  MRP,  if  it  is  correct  to  assume  that  jobs  with  higher  w    have  a  posi- 
m  —  m  r 

tive  utility  even  in  the  absence  of  a  higher  associated  income  (because  of 

47 

the  dollar  for  dollar  substitution  of  earnings  for  subsidy) .        This  premise 
requires  empirical  testing.     In  the  low  wage  range,  say  wage  rates  under 
$2.50  per  hour  which  would  provide  full-time  year-round  earnings  of  less 
than  $5,000  per  year,  would  "better"  jobs  be  sought  even  if  an  income  guar- 
antee was  introduced?     If  so,  would  there  be  sufficient  demand  for  labor  in 

48 

this  wage  range  to  put  upward  pressure      on  wage  rates  until  w    =  MRP?  If 

m 

not,  a  public  service  employment  program  could  be  initiated  in  conjunction 

49 

with  the  DWS  to  bring  such  pressure  to  bear  on  the  private  sector. 

The  most  troublesome  effect  of  each  of  the  DWS  plans  discussed  in  this 

paper,  as  well  as  other  income  transfer  plans,  might  be  that 

the  wage  subsidy  would  encourage  all  sorts  of  manipulat- 
ing of  fringe  benefits,  conditions  of  work,  and  other 
non-pecuniary  aspects  of  employment  in  ways  aimed  at 
lowering  the  money  wage  rate  while  maintaining  the  "real 
wage"  (or  total  remuneration)  of  the  employee. . . .Note 
that  a  prohibition  of  cuts  in  money  wage  rates  is  not 
sufficient  to  forestall  this  practice  of  manipulation 
since  new  hires  could  be  made  on  the  basis  of  low  money 
wages  and  high  fringes  and,  furthermore,  in  an  economy 
of  rising  wages  simply  giving  no  increases  would  become 
equivalent  to  wage  cuts.^ 

The  seriousness  of  this  problem  is  again  a  topic  for  empirical  investi- 
gation.    Assume  that  initially  w^  would  be  driven  to  zero  for  those  jobs 


47 

The  market  wage  rate  would  still  be  of  interest  to  a  job-seeker  to 
the  extent  that  it  serves  as  a  measure  of  the  probability  of,  and  amount  by 
which,  the  combined  market-subsidy  rate  will  be  surpassed  in  the  future. 
Also  see  p.  26  and  27. 
48 

It  has  been  suggested  that  downward  pressure  be  placed  on  some  market 
wages  by  removal  of  statutory  minimum  wage  rates.     This  would  be  desirable 
under  the  demand  conditions  stated  here. 
49 

But  see  fn.  15  and  the  related  text.     It  should  also  be  recalled  at 
this  point  that  eight  percent  of  all  fully  employed  low  earners  in  1965  were 
government  employees,  although  many  of  them  were  secondary  earners. 

"^Cain,  "The  Proposal  for  Wage  Subsidies,"  op.  cit. ,  pp.  3-4. 
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otherwise  offering  earnings  of  less  than  the  guaranteed  income  level,  and 
fully  compensated  for  by  the  income  subsidy.     The  allocation  mechanism 
would  then  be  based  on  the  non-pecuniary  aspects  of  employment  opportunities. 
The  most  desirable  jobs  would  have  to  offer  the  least  "fringe"  compensation. 
Less  attractive  opportunities  that  had  been  made  competitive  by  offering 
higher  money  wages  before  the  subsidy  could  no  longer  be  handled  in  this 
way,  unless  associated  earnings  would  exceed  the  guaranteed  income  level; 
therefore,  greater  non-monetary  benefits  would  have  to  accompany  these  jobs. 
At  this  point,  everyone  who  was  eligible  for  a  DWS  would  be  receiving  the 
same  money  income  (adjusted  for  size  of  family  and  residence),  but  the  accom- 
panying "fringe"  benefits  would  vary,  thus  providing  an  allocation  mechanism. 
The  problem  is  the  government  would  be  paying  the  full  money  wage  bill! 
Would  this  extreme  situation  be  likely  to  occur? 

Several  factors  suggest  that  this  extreme  result  might  be  substantially 
attenuated,  if  not  avoided.     First,  the  ability  and  desire  of  employers  to 
invent  attractive  new  non-pecuniary  benefits  that  could  be  offered  in  a  uni- 
form package  is  an  unknown  factor.     The  cost  of  designing  and  operating  a 
vastly  expanded  non-pecuniary  compensation  system  might  not  compare  favorably 
with  continued  primary  reliance  on  a  money  wage  mechanism.     Secondly,  the 
extent  to  which  employees  would  be  attracted  by  additional  pre-determined 
comsumption  patterns  is  uncertain.     It  is  possible  that  the  interaction  of 
these  supply  and  demand  reactions  to  a  DWS  would  allow  heavy  reliance  on  a 
self-regulating  market  mechanism;  a  highly  desirable  feature.     Of  course, 
public  agency  surveilance,  such  as  the  pricing  of  non-monetary  benefits  with 
appropriate  reductions  in  DWS  benefits  based  on  such  calculations,  could 
perform  the  same  function  as  the  market  price  system,  but  such  an  adminis- 
trative endeavor  would  be  so  costly  and  unpalatable  that  it  should  not  really 
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be  seriously  considered. 

Without  more  intensive  analysis  of  the  iemand  environment  in  which  a 
DWS  would  be  introduced,  and  empirical  testing  of  the  responses  of  reci- 
pients and  their  employers,  no  definite  conclusion  can  be  reached  about  the 
effect  of  the  proposed  DWS  plan  on  market  prices.     It  is  suggested,  however, 
that  payment  of  the  subsidy  to  the  employee  instead  of  the  employer  has  the 
advantage  of  allowing  a  person  to  seek  employment  wherever  he  wishes  with- 
out concern  for  whether  a  particular  employer  is  participating  in  the  program. 
The  only  eligibility  criterion  would  be  the  number  of  hours  worked  and  non- 
exempted  earning a  received  during  a  specified  base-period. 

Until  now  the  DWS  program  has  been  explored  without  reference  to  the 
market  institutions  upon  which  it  would  be  superimposed,  the  expected  effect 
on  those  whose  base-period  earnings  are  above  but  near  the  guaranteed  in- 
come level,  and  the  source  of  financing  for  the  transfer.     These  issues  are 
explored  briefly  in  the  final  section. 

IV 

EXISTING  MARKETS,  WORKERS  WHO  DO  NOT  QUALIFY,  AND  WHO  PAYS  THE  BILL? 

The  major  purpose  of  this  paper  has  been  to  propose  a  practical  DWS  plan 
that  would  place  a  floor  under  the  flow  of  income  accruing  to  those  persons 
who  meet  or  exceed  an  hours-worked  criterion,  since  the  expected  disincentive 
effect  on  work  effort  is  what  appears  to  have  disenchanted  many  legislators 
with  the  desirability  of  negative  income  tax-guaranteed  income  proposals.^"*" 

"'"'"The  negative  income  tax  experiment  currently  underway  in  New  Jersey 
and  Pennsylvania  will  provide  valuable  information  about  the  actual  response 
of  work  effort  to  alternative  income  transfer  plans.     See  Harold  W.  Watts, 
"Graduated  Work  Incentives:     An  Experiment  in  Negative  Taxation,"  Discussion 
Paper  34-69,  Institute  for  Research  on  Poverty,  The  University  of  Wisconsin, 
January  1969.     A  similar  rural  experiment  has  also  been  funded,  to  be  conducted 
in  Iowa  and  a  southern  state  under  the  auspices  of  the  Institute  for  Research 
on  Poverty. 
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The  proposed  DWS  plan  is  urged  only  as  one  component  of  a  comprehensive 
effort  to  alleviate  inadequate  standards  of  well-being.     However,  it  jLs 
urged  as  a  practical  beginning  precisely  because  it  is  designed  to  make  an 
adequate  standard  of  living  possible  for  those  persons  who  pay  proper  homage 
to  the  work  ethic,  but  who  reap  little  reward  from  such  effort  because  of 
low  human  capital  embodiment  and  market  imperfection. 

This  plan  is  urged  with  great  trepidation  for  two  reasons.     First,  it 
increases  the  probability  that  those  in  the  mid-range  of  the  "expectation 
of  earnings"  continuum  will  be  disenfranchised  with  the  admonition  that  if 
they  were  "willing  to  work"  or  "work  more  hours"  they  could  qualify  for  the 
DWS.     This  concern  would  vary  in  intensity  depending  upon  two  additional 
factors:     what  hours-of-work  criterion  is  specified,  and  whether  employment 
opportunities  would  really  be  available  for  all  who  might  want  to  qualify  for 
the  DWS  (see  fn.  42).     I  am  assuming,  perhaps  naively,  that  those  at  the  low 
end  of  the  "expectation  of  earnings"  continuum  would  be  assisted  by  a  trans- 
fer not  related  to  work-effort. 

The  second  reason  for  hesitation  in  suggesting  the  DWS  plan  is  that  it 
may  reduce  whatever  pressure  is  now  on  employers  who  offer  low-wage  employ- 
ment opportunities  to  increase  market  earnings.     One  danger  inherent  in  most 
programs  that  are  designed  to  alleviate  the  symptoms  of  poverty  is  that  they 
have  undesirable  effects  on  other  programs  whose  goal  is  the  elimination  of 
the  causes  of  poverty.     For  example,  there  is  little  doubt  that  the  plethora 
of  government  sponsored  training  programs  initiated  since  the  MDTA  in  1962 
has  reduced  the  pressure  for  improvement  of  the  public  education  system. 
In  the  same  way,  introduction  of  a  DWS  might  reduce  the  pressure  for  elimina- 
tion of  the  jobs  "nobody  wants,"  and  improvement  in  the  real  earnings  level 
associated  with  others. 


2693 


Having  noted  the  above  qualms  about  the  DWS  program,  there  are  three 
labor  market  institutions  that  merit  additional  mention — the  employers  of 
low-wage  workers,  labor  unions,  and  statutory  minimum  wage  rates. 

Repeal  of  statutory  minimum  wage  rates  would  increase  the  opportunities 
available  to  persons  seeking  to  meet  the  established  hours-of-work  criterion. 
The  expected  withdrawal  of  many  secondary  earners ,  coupled  with  competitive 
market  forces  enhanced  by  attaching  the  subsidy  to  the  worker  rather  than 
the  employer,  would  cushion  the  disruptive  effect  of  this  removal  on  the 
market  price  structure. 

The  introduction  of  an  income  threshold  would  have  some  effects  on 

earnings  levels  above  this  floor  similar  to  those  that  would  result  from  an 

increase  in  the  minimum  wage  rate. 

The  increase  in  wages  (income)  at  the  bottom  of  the 
structure  will  meet  tremendous  pressure  at  all  other 
levels.     The  efforts  by  workers  and  unions  to  preserve 
wage  (income)  differentials  internally  in  firms  and 
externally  between  occupations  and  industries  is  well 
known. ^ 2 

Should  this  pressure  be  avoided  by  continuing  to  expect  millions  of 
primary  earners  to  work  full-time  for  a  level  of  earnings  that  does  not 
allow  them  to  attain  a  designated . income  threshold  based  on  an  Agriculture 
Department  economy  food  plan  that  is  "designed  for  emergency  or  temporary 
use  when  funds  are  low"?      The  existence  of  unions  and  the  role  of  income 
differentials  cannot  be  ignored,  but  neither  should  these  factors  stand  in 
the  way  of  consideration  of  the  means  to  improve  the  abysmal  situation  in 
which  the  working  poor  find  themselves. 

What  effect  would  the  proposed  DWS  be  expected  to  have  on  the  full-time 
worker  who  earns  just  enough  to  exclude  him  from  eligibility  for  an  income 

Stan  Friedlander,  "The  Federal  Minimum  Wage  and  the  Poverty  Problem," 
working  paper  for  the  January  1969  meeting  of  the  National  Manpower  Policy 
Task  Force  Associates  meeting,  p.  3. 


2694 


transfer?     Since  the  issue  of  "free-loading"  or  "receiving  handouts"  has 
been  effectively  circumvented  the  only  remaining  argument  would  appear  to 
be  that  the  non-subsidized  individual  may  have  to  work  harder  for  approxi- 
mately the  same  income — equating  earnings  with  difficulty  of  the  task  per- 
formed.    Again,  this  is  an  issue  for  empirical  test.     In  any  case,  under 
the  proposed  plan,  no  one  receiving  a  DWS  would  have  a  higher  income  than  a 
person  in  a  comparable  situation  (hours  worked,  size  of  family,  and  location 
of  residence)  who  was  not  receiving  a  subsidy. 

A  potentially  more  serious  issue  is  the  determination  of  who  would  pay 
for  the  income  transfer  and  how  large  a  transfer  would  be  required.  One 
radical  departure  from  existing  institutions  is  described  here,  and  other 
potential  revenue  sources  are  left  to  the  reader's  imagination.     A  tax 
could  be  levied  on  employers  based  on  the  absolute  amount  by  which  their 
actual  (partial)  base-period  wage  bill  falls  short  of  a  hypothetical  (partial) 
wage-bill  calculated  by  multiplying  the  number  of  base-period  man-hours 
worked  for  the  employer  at  less  than  a  specified  wage  rate  by  the  wage  rate 
that  would  have  been  necessary  for  base-period  earnings  to  reach  the  desired 
threshold  level  for  that  number  of  hours.     The  full  initial  incidence  of  the 
tax  would  then  fall  on  low-wage  employers,  providing  an  incentive  for  labor- 
saving  factor  substitution  in  the  same  way  that  increased  minimum  wage  levels 
are  alleged  to  induce  substantial  capital-labor  substitution.     However,  the 
incentive  for  employers  to  reduce  the  market  money  wage  with  introduction 
of  the  DWS  would  now  be  lowered  substantially,  and  the  undesirable  wage  dif- 
ferential squeeze  that  would  accompany  an  increased  minimum  wage  is  avoided. 
The  accounting  costs  that  would  be  imposed  on  employers  by  such  a  tax,  com- 
bined with  the  governmental  investment  in  administration  and  surveilance 
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that  would  be  required  and  the  potential  aggregate  employment  effects,  might 
render  the  desirability  of  this  revenue  source  doubtful. 

In  conclusion,  how  much  would  the  proposed  DWS  program  be  expected  to 
cost?    The  original  intention  was  to  derive  two  "ball-park"  estimates  based 
on  the  SSA  and  BLS  indices  respectively;  however,  good  intentions  were  in- 
sufficient to  ward  off  the  press  of  other  demands,  so  the  following  crude 
estimate  is  presented  instead. 

Mollie  Orshansky  has  estimated  that  it  would  have  cost  11.0  billion 

dollars  in  1966  to  bring  all  household  units  up  to  the  SSA  defined  poverty 

income  level.  Just  over  5  billion  dollars  of  this  total  would  have  gone  to 

families  headed  by  a  male.     Since  it  has  also  been  estimated  that  "...of  the 

3  million  (poor)  families  headed  by  a  man  under  age  65... half  were  'fully 

53 

employed'   in  terms  of  time  spent  on  the  job,"      roughly  2.5  billion  dollars 
would  have  brought  the  income  of  families  headed  by  a  fully  employed  male 
up  to  the  SSA  defined  poverty  income  level  in  1966.     While  2.6  billion  dollars 
were  estimated  to  have  been  necessary  to  achieve  the  poverty  income  level 
for  families  headed  by  a  female,  it  is  likely  that  fewer  than  25  percent 
would  be  full-time  members  of  the  labor  force.     Therefore,  a  figure  of  .7 
billion  dollars  is  estimated  as  the  probable  wage  subsidy  cost  for  this 
group.     Finally,  out  of  a  total  estimated  cost  of  3.4  billion  dollars  that 
would  have  been  necessary  to  close  the  income  gap  for  unrelated  individuals 
in  1966,  1.1  billion  is  allocated  for  the  fully-employed. 

These  three  cost  components  total  A. 3  billion  dollars.     This  does  not 
include  any  allowance  for  such  factors  as  market  effects  on  current  earnings 
that  would  result  from  introducing  a  DWS,  the  certain  elimination  of  exist- 
ing income  transfers  that  reduce  the  present  income  gap,  the  reduction  in 

__ 

Mollie  Orshansky,  "The  Shape  of  Poverty  in  1966,"  op.  cit.,  p.  15. 
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the  number  of  poor  families  with  earnings  because  of  the  continued  growth 
of  the  economy  since  1966,  and  the  changing  money  income  levels  associated 
with  designated  standards  of  well-being.     Each  of  these  factors,  with  the 
exception  of  the  reduction  in  the  number  of  poor  families  with  earnings, 
would  be  expected  to  increase  the  cost  of  a  DWS  program. 

In  the  interest  of  brevity,  this  paper  has  not  dealt  with  such  impor- 
tant aspects  of  a  DWS  as  its  effect  on  equal  employment  (income)  opportunity, 
expected  effects  on  geographic  mobility  and  regional  growth  patterns,  and 
aggregate  employment-price  effects.     It  is  hoped,  however,  that  the  analysis 
set  forth  here  will  stimulate  interest  in  devising  a  program  to  help  the 
employed  poor. 

Strong  exception  is  taken  to  the  view  exemplified  by  the  following  con- 
cluding statement  in  a  July  10,  1969,  Wall  Street  Journal  editorial: 

. . . (W)hat  the  unemployed  worker  most  needs  is  not  Federal 
pump-priming  or  government  handouts  but,  purely  and  simply, 
a  job. 

Tell  that  to  the  millions  of  persons  who  live  in  poor  households  despite  the 
full-time  employment  of  at  least  one  member  of  the  household. 
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Statement  of  Dr.  Joseph  H.  Bunzel,  Professor  of  Sociology,  State 
University  of  New  York,  College  at  Buffalo 

My  name  is  Joseph  H.  Bunzel.  I  am  Professor  of  Sociology  at  the  State  Uni- 
versity of  New  York,  College  at  Buffalo.  However,  I  do  not  represent  the  school, 
its  officers  or  faculty  or  any  other  person  or  organization ;  rather  I  do  feel  com- 
pelled by  the  grave  responsibility  resting  on  all  of  us  at  this  time  to  offer  the 
fruits  of  my  study  and  experience. 

Permit  me,  Mr.  Chairman  to  make  one  personal  remark  which  may  not  be 
amiss  in  view  of  the  recommendations  I  wish  to  make  ;  I  am  not  only  an  academic 
person,  but  even  before  receiving  my  doctorate  from  the  University  of  Vienna  in 
1932  and  all  through  the  thirties  I  worked  for  private  insurance  companies  in  a 
variety  of  responsible,  partly  policymaking  positions.  Thus,  I  hope  to  bring  to 
these  hearings  more  than  the  viewpoint  of  a  concerned  intellectual,  but  also  some 
practical  business  experience  in  the  field  of  insurance. 

The  focus  of  these  hearings,  if  I  understand  correctly,  Mr.  Chairman  is  to  dis- 
cuss proposals  to  amend  the  social  security  laws  and  propose  such  changes  as 
may  relate  to  welfare  and  certain  medical  provisions  of  the  social  security  act 
as  amended,  all  of  these  intended  to  provide  the  elderly  with  more  adequate 
benefits  under  our  social  security  system. 

I  am  aware  of  Congressman  Gilbert's  remarks  in  the  Congressional  Record 
of  September  17,  1969,  H8015-H8019.  arrived  at,  as  I  gather  from  a  press  release, 
in  consultation  with  the  National  Council  of  Senior  Citizens  and  with  the  tech- 
nical assistance  of  the  economics  staff  of  the  AFL-CIO.  I  am  also  aware  of  the 
efforts  of  the  Legislative  Council  of  the  American  Association  of  Retired  Per- 
sons and  the  National  Retired  Teachers  Association  as  reported  in  Modern 
Maturity  (June-July  issue,  1969). 

Not  for  one  moment  would  I  dare  to  pretend  that  I  can  equal,  much  less  sur- 
pass these  persons  and  organizations  in  expertise ;  however,  I  do  feel  that  all  of 
these  most  commendable  and  laudable  efforts  and  proposals  do  not  go  far  enough 
because  they — as  well  as  proposals  of  the  spokesmen  for  the  administration  as 
far  as  I  can  determine  from  a  variety  of  press  accounts — do  not  take  sufficiently 
into  account  the  attitude  of  the  law  givers  of  the  thirties,  when  passing  the  orig- 
inal social  security  legislation,  nor  the  disposition  of  approximately  one-fifth  of 
the  population  of  the  United  States,  which  I  consider  to  be  suffering  from 
gerontophobia. 

The  burden  of  my  remarks  will  be  based  on  this  concept  on  which  I  have 
worked  for  many  years  before  finally  presenting  it  for  the  first  time  in  April  1965 
at  the  meetings  of  the  Midwest  Sociological  Society  in  Minneapolis.  I  am  taking 
the  liberty  Mr.  Chairman  of  attaching  this  document  as  an  appendix  to  this 
statement  and  I  trust  I  may  be  permitted  from  time  to  time  to  refer  back  to  it. 

THE  CONCEPT  OF  GERONTOPHOBIA 

This  concept  of  Gerontophobia  was  criticized  by  eminent  gerontologists  at  that 
time  who  felt  that  great  progress  had  been  made  and  that  concepts  such  as  this 
might  endanger  any  solution  to  the  problem.  Some  social  workers  felt,  that  even 
unsatisfactory  Medicare  provisions  would  be  preferable  to  none  at  all.  I  did,  and 
do  disagree  with  such  criticism  for  socio-political  reasons.  Half  measures  tend 
to  take  the  wind  out  of  the  sails  of  urgent  needed  reforms. 

You  will  note,  Mr.  Chairman,  on  page  fourteen  of  the  section  on  footnotes  and 
documentation  in  the  attachment  submitted  a  listing  of  desiderata.  A  number 
of  provisions,  e.g.,  inclusion  of  the  drug  services  has  been  suggested  at  that  time 
and  is  being  suggested  with  ever  increasing  frequency  to  this  day. 

It  is  obvious  that  a  great  number  of  exceptions  and  special  considerations 
makes  the  administration  of  this  as  well  as  any  legislative  act  rather  difficult. 
Much  of  the  criticism  and  incidentally,  also  much  of  increased  cost  of  welfare 
programs  in  general  stems  from  these  burdens. 

To  these  technical  difficulties  must  be  added  the  attitudinal  differential  which, 
in  our  youth-work-and-health-conscious  society  relegates  the  elderly,  unemployed, 
and  frequently  sick  persons  to  the  scrap  heap. 

Fortunately  we  were  able  to  make  a  number  of  small  studies  in  Grand  Forks, 
North  Dakota  (1964-5),  Saint  Cloud,  Minnesota  (1965-6  and  1966-7)  and  in 
Buffalo  (1967-8  and  1968-9)  by  students  within  the  framework  of  my  teaching 
and  research  responsibilities.  These  studies  have  shown,  with  almost  complete 
unanimity,  one  fifth  of  the  population  to  be  manifestly  gerontophobe,  that  is  to 
say,  to  exhibit  an  unreasonable  fear  and  hatred  of  the  elderly :  an  even  larger 
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proportion  was  found  to  be  latently  gerontophobe  on  ground  of  both  extensive 
interviews  and  check  lists. 

Gerontophobia,  the  unreasonable  fear  and/or  hatred  of  the  elderly  may  be 
Observed  in  all  fields  of  social  life.  The  eminent  British  scientist,  Dr.  Alex  Com- 
fort, published  (Medical  Opinion  and  Review,  Vol.  3,  No.  9,  September,  1967) 
an  article  precisely  with  this  title.  He  did  not  consider  gerontophobia  as  a  total 
social  pathology,  but  rather  as  a  "fear  and  dislike"  of  those  "who  deface  the 
image"  of  our  youthful  normalcy.  However,  Dr.  Comfort  points  his  barbs,  basi- 
cally at  the  relationship  of  the  physician  and  the  geriatric  patient,  thus  restricting 
himself  to  what  we  would  call  medical  gerontophobia. 

In  our  work,  we  have  distinguished,  not  only  medical  but  also  legal,  social, 
and  eventual  architectural  gerontophohia.  In  so  doing  we  contend  that  in  addi- 
tion to  a  large  number  of  carefully  thought-out  rationalizations,  we  are  dealing 
with  a  general  attitude  of  the  population  which  influences  Congress,  precisely 
because  it  is  representative  of  the  people. 

It  would  lead  too  far  to  attach  copies  of  the  actual  instruments  which  were 
used  in  these,  as  yet  unpublished  studies.  Differences  with  regard  to  age,  sex, 
education,  race,  and  national  origin  could  be  observed ;  they  were  significant  on 
the  0.05  level. 

For  the  purpose  of  these  hearings,  however,  detailed  description  of  the  method- 
ology does  not  seem  essential.  Rather  do  we  wish  to  evoke  the  image  of  a  social 
pathology  strong  enough  to  permeate  the  thinking  of  a  large  percentage  of  the 
American  people. 

HISTORICAL  CONSIDERATIONS 

At  the  time  of  the  passing  of  the  first  social  security  laws  in  this  country  the 
consequences  of  the  depression  were  still  deeply  felt.  These  laws  reminiscent 
of  the  European  laws  passed  after  the  first  world  war,  were  conceived  with  sev- 
eral principles  in  mind  which  do  not  apply  today. 

One  of  the  motives  in  passing  these  laws  was  to  get  the  older  worker  out  of 
production  because  of  terrifying  unemployment.  Another  was  that  Social  Security 
was  conceived  as  a  floor  and  as  a  self-supporting  system  and  in  the  words  of  one 
of  the  survivors  of  this  era,  compared  to  a  "three-legged  milking  stool."  These 
three  legs  were  individual  investment,  private  pension  plans  and  Social  Security, 
supplementing  the  two  so  as  to  keep  the  workers  off  the  relief  rolls. 

Thus,  the  purpose  was  to  guarantee  the  elderly  an  adequate  retirement  income 
relating  the  benefits  to  wages.  The  social  security  act  was,  and  is  contributive. 
It  thus  presents  great  difficulties  to  the  attitudes  of  the  law-givers  and  the  re- 
cipients alike. 

Permit  me  Mr.  Chairman,  to  connect  the  gerontophobic  concept  to  these  con- 
siderations. We  have  here  a  steadily  increasing  group  of  persons  about  whom  we 
wish  to  know  as  little  as  possible.  We  do  not  wish  to  let  them  starve  or  freeze  to 
death  and  we  do  not  wish  to  crowd  the  relief  rolls.  Thus,  we  supply  what  has 
frequently  been  called  too  little  to  live  and  too  much  to  die.  Satisfying  our 
humanity  it  flatters  at  the  same  time  in  a  subtle  way  the  disturbance  found  in 
our  attitude  toward  the  elderly.  With  regard  to  medical  care,  Dr.  Comfort  puts 
it  thus :  "People  who  work  in  geriatrics  do  so,  whether  they  realize  it  or  not,  with 
the  deepseated  wish  to  banish  the  knowledge  that  they  themselves  will  age." 

These  basic  attitudes  have  not  changed  since  the  thirties  but  technological  de- 
velopments as  well  as  socio-economic  factors  have,  greatly  influenced  the  Ameri- 
can people.  They  have  mitigated  toward  considerable  improvement  in  the 
mechanics  and  dollar  amounts  of  Social  Security  but  they  have  not  rid  themselves 
of  the  basic  idea  that  Social  Security  is  a  supplement,  a  last  resort,  a  frequently 
unpleasant  duty. 

In  pointing  to  this  inter-connection,  I  venture  to  suggest  Mr.  Chairman,  that 
what  is  needed  at  this  juncture,  and  for  which  this  Congress  has  a  magnificent 
opportunity,  is  a  re-evaluation  of  our  own  feelings  toward  the  elderly,  and 
therewith  a  reappreciation  of  our  position.  In  the  following,  I  will  adhere  to  Mr. 
Gilbert's  outline  as  indicated  in  his  speech  on  September  17,  1969,  H  8015  ff. 

BENEFIT  INCREASES 

Social  Security  payments  provide  an  ever  eroding  floor  for  the  great  mass  of 
beneficiaries,  in  spite  of  private  pension  plans  and  other  regular  income.  In  1968 
the  poverty  line  for  the  elderly  was  established  at  $1650  for  the  individual  and 
$2100  for  a  couple.  By  this  definition  25%  of  the  elderly  were  on  a  below  the 
poverty  line.  Today  the  poverty  line  for  the  total  population  is  considered  $3000 
for  the  family  of  four. 
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I  submit,  Mr.  Chairman,  that  these  computations  are  not  quite  realistic.  Only  in 
fairytales  and  Fantasies  of  young  love  can  two  live  as  cheaply  as  one.  This 
is  even  more  true  for  the  elderly  couple  which  needs  the  same  amount  except 
for  rent  that  can  be  shared.  It  is  also  totally  unrealistic — and  I  submit  further 
evidence  of  our  gerontophobic  attitude — to  assume  that  the  elderly  need  less  than 
the  middle  aged  adults;  nor  can  it  be  said  that,  with  our  distributive  system, 
there  are  essential  regional  differences. 

In  fact,  a  good  case  can  be  made  that  the  elderly  in  general  and  especially  the 
elderly  poor  will  need  more  money  for  additional  food,  drugs,  medicine  (about 
which  later),  medical  and  household  care  than  do  their  younger  contemporaries. 

I  find  it  significant  for  our  attitude  toward  the  elderly  that  we.  can  speak  of 
benefits  and  beneficiaries  rather  than  of  claims  and  claimants.  As  usually,  lan- 
guage gives  away  the  latent  attitudes  which  in  our  case  is  clearly  gerontophobic. 

Inflation  even  if  checked  at  a  future  date,  has  eroded  the  investments  as  well 
as  the  pension  plans  that  form  the  milking  stool,  as  may  be  seen  from  the  follow- 
ing letter  printed  in  the  Buffalo  Evening  News  of  October  19,  1969. 

WIDOW  TIEED  OF  BALLYHOO  ON  SOCIAL  SECURITY  RAISE 

"I  am  tired  of  the  ballyhoo  about  the  10  percent  increase  in  social  security 
which  will  mean  $5.50  a  month  for  me. 

"I  was  past  70  when  I  worked  three  years  for  a  baby  sitting  agency  so  I  could 
add  to  my  railroad  widow's  pension.  When  I  was  given  $55  social  security  my 
pension  was  cut  to  $89  minus  medicare.  This  barely  covered  my  rent  and 
telephone. 

"'Now  our  President  says  medicare  reductions  will  be  'substantially'  in- 
creased so  what  will  be  left  after  a  10  percent  raise?  As  it  is  I  can't  live  and  dress 
and  pay  the  necessary  expenses  that  everyone  has  without  drawing  on  my  savings. 

"Why  do  others  receive  thousands  more  to  cope  with  the  cost  of  living  and 
they  get  it  immediately?  Mr.  Nixon  can  wave  his  arms  about  his  proposed  gen- 
erosity to  the  elderly  but  it  doesn't  mean  a  thing.  Steady  increases  in  living  costs 
will  take  whatever  little  increase  we  have. 

"No  one  should  get  as  little  as  $55  a  month  social  security  and  my  railroad 
pension  shouldn't  have  been  cut.  My  only  reserve  is  my  husband's  small  insurance. 
The  elderly  are  treated  badly  and  our  President  couldn't  care  less.  With  three 
mansions,  $200,000  a  year  and  everything  free  he  has  nothing  to  worry  about. 

"No  one  except  the  (needy  elderly  know  what  it  means  to  go  without  everything 
but  the  barest  necessities. 

"E.  M.  W." 

RECOMMENDATION 

It  may  seem  unrealistic  perhaps  to  increase  the  minimum  Social  Security 
benefits  as  sharply  as  $250  per  month  with  appropriate  increases  taking  into 
account  the  contributions  made  by  the  worker,  but  I  feel  Congress  and  the 
American  people  can  not  do  less,  not  out  of  generosity  or  charity  but  in  the 
well-understood  self-interest  of  the  nation.  Permit  me,  Mr.  Chairman,  to  submit 
that  we  cannot  tolerate  and  in  fact  afford,  more  than  ten  percent  of  our  popula- 
tion to  live  on  the  constantly  eroding  rim  of  an  abyss. 

These  amounts  should  be  automatically  reviewed  and  for  each  percent  in 
the  cost  of  living  increase,  increased  by  71/£%.  No  one  including  the  Bureau  of 
Labor  Statistics  is  truly  happy  with  the  computation  of  the  index.  The  principal 
shortcoming  from  our  point  of  view,  however  is  that  the  cost  of  living  is  com- 
puted on  the  average  four  person  relatively  healthy  family  with  little  or  no 
regard  for  the  problems  the  elderly  living  on  a  fixed  income  are  subject  to. 

Moreover,  the  elderly  should  not  only  be  protected  against  the  ravages  of 
inflation,  but  should  share  in  the  improved  living  standard  of  the  Nation. 

RETIREMENT  TEST 

Increases  in  wages  and  prices  have  occurred  since  the  last  change  in 
the  retirement  test  was  made.  It  is  my  considered  opinion  that  the  whole  ques- 
tion of  the  test  is  entirely  &  gerontophobically  outdated.  The  original  point 
apparently  was  that  Social  Security  was  to  provide  a  floor  under  income  and 
therefore  this  income  should  be  deducted  if  the  floor  allegedly  was  not  needed. 
Not  only  has  the  inflationary  spiral  tended  to  erode  this  income  making  it  neces- 
sary for  the  Social  Security  beneficiary  to  earn  additional  amounts  but  also 
an  essential  unfairness  has  been  overlooked  namely  that  the  widow  of  a  mil- 
lionaire, for  instance — and  I  know  of  such  an  instance — receives  Social  Security 
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checks  because  her  income  is  not  earned,  whereas  the  retired  elderly  taxi-driver 
can  not  supplement  his  meager  allowance  to  the  best  of  his  ability. 

A  further  point,  made  frequently,  should  also  be  mentioned  here,  namely  that 
the  killing  of  the  incentive  to  work  may  have  grave  psychological  and  even 
physiological  consequences.  In  a  study  of  retirees  of  the  city  of  New  York  which 
was  made  for  the  Mayor's  Advisory  Committee  for  the  Aged  in  1951-52,  it  was 
found  that  only  two  of  the  six  groups  of  retirees  wanted  to  work,  the  male 
teachers  and  the  charwomen.  The  former  because  their  professional  attitude 
and  ambition  would  not  be  satisfied  by  mere  retirement ;  the  latter  because 
they  needed  the  money. 

The  over-riding  reason  however,  why  the  retirement  test  should  be  done 
away  with  or — if  that  should  not  be  feasible — increased  to  $25,000,  is  the 
essentially  contractual  character  of  the  Social  Security  system.  The  individual 
beneficiary  has  paid  his  contribution  and  is  thus  entitled  to  the  return  regard- 
less of  whatever  earnings  he  may  be  able  to  command.  An  additional  social 
policy  dividend  is  to  be  found  in  the  increased  tax-paying  ability  of  the 
beneficiary. 

DISABILITY  PROVISION 

Social  Security  disability  benefits  should  be  sharply  divided  between  (a)  the 
totally  and  permanently  disabled,  (b)  the  permanently  but  not  totally  disabled, 
(c)  the  not  permanently  and  not  totally  disabled,  and  (d)  the  totally  but  not 
permanently  disabled.  With  regard  to  (a)  they  should  be  treated  regardless  of 
age  with  respect  to  all  benefits  under  Social  Security  system  and  the  medicare 
or  medicaid  provisions.  With  regard  to  (b)  the  not  totally  but  permanently 
disabled  should  receive  individual  adjustments,  again  without  regard  to  age 
as  correspond  to  their  contributions.  The  waiting  list  for  groups  (c)  and  (d) 
should  be  proportionately  cut.  If  I  may  quote  from  Mr.  Gilbert's  bill,  "The  need 
of  the  totally  disabled  widows  below  age  50,  for  benefit  protection  is  at  least 
as  great  as  that  of  the  widow  between  age  60  and  62." 

COST  OF  LIVING  INCREASES 

There  is  little  doubt  that  a  great  shift  in  the  national  economy  has  taken 
place  since  the  first  Social  Security  laws  were  written.  As  indicated  before,  a 
sliding  scale  of  benefits  should  be  introduced  regardless  of  the  base  line  amounts. 

However,  the  percentage  of  increase  in  the  benefits  should  be  geared  not  to 
the  general  cost  of  living  index,  but  rather  to  the  special  needs  of  and  considera- 
tions for  the  elderly.  Whereas  the  general  index  of  living  in  the  last  ten  years 
has  increased  29.3%,  the  increase  in  Medical  costs,  specifically  physicians, 
hospitals  and  drugs  have  increased  56.8%.  It  goes  without  saying  that  the 
elderly  as  a  group  will  make  more  use  of  these  services  than  the  population 
as  a  whole.  Therefore,  the  increase  in  benefits  should  probably  be  between  7.5% 
and  10%  per  year  for  each  1%  increase  in  the  general  cost  of  living  index. (*) 

INCREASE  AND  ADJUSTMENT  OF  WAGE  BASE 

In  line  with  my  suggestions  as  to  the  gerontophobic  nature  of  our  treatment 
of  the  elderly,  I  wish  to  call  your  attention  Mr.  Chairman,  to  the  generalized 
character  of  the  need  for  an  effective,  healthy  Social  Security  system. 

Ever  since  the  thirties,  the  actuarial  necessities  demanded  an  ever  larger  j 
increase  in  the  contribution  and  benefit  base.  I  feel  that  the  basis  for  the  con- 
tribution to  Social  Security  should  be  the  total  income  from  wages  or  salaries 
of  the  wage  earner,  or  if  that  should  not  be  possible,  should  be  limited  to 
$100,000.  Such  a  measure  would  strengthen  considerably  the  Social  Security 
fund  and  make  for  a  smaller  contribution  from  general  revenue.  I  am  mindful 
that  such  measures  would  entail  a  change  in  the  national  policy  from  the  strictly 
actuarial  to  an  independent  social  national  policy.  However,  I  believe  that  a 
strict  balancing  out  of  monetary  factors  is  not  to  the  advantage  of  either  the 
elderly  or  to  the  community  as  a  whole. 

MEDICAL  PROVISIONS 

Improvements  in  the  Medicare  Program  both  in  its  legislative  and  administra- 
tive aspects  are  not  only  desirable  but  absolutely  essential.  If  I  may  again  refer 
to  my  analysis  before  the  Medicare  law  was  passed,  Mr.  Chairman,  it  may  be 
seen  that  many  of  the  present  administration's  proposals  as  well  as  those  other 
experts  in  the  field  run  parallel  to  the  trend  indicated  many  years  ago. 
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The  ever-increasing  costs  of  medical  care  spearheaded  by  the  ever-increasing 
demands  of  the  physician — but  by  no  means  exclusively  his  province — practically 
guarantees  that  within  the  next  five  years  90%  of  the  population  will  be  medically 
indigent. 

Without  even  referring  to  fraud,  organized  medicine  (physicians,  dentists,  hos- 
pitals and  all  other  health-related  professions  and  semi-professions)  has  made 
use  of  the  provisions  of  the  Medicare  Act  to  its  own  advantage.  After  first  oppos- 
ing Medicare,  predatory  people  have  put  the  cost  of  adequate  medical  care  far 
out  of  the  reach  of  the  average  person  not  covered  by  exorbitant  insurance. 

Moreover,  private  insurance  companies  stepping  in  where  Medicare  and  medi- 
caid leave  off.  take  a  big  toll.  Again  I  do  not  wish  to  refer  to  instances  of  fraud 
which  are  numerous  in  almost  every  State,  but  to  simple  everyday  occurrences 
wirhin  and  without  the  hospital. 

Attempts  of  an  individual  to  protect  himself  by  a  cluster  of  insurance  policies, 
are  being  foiled  by  clauses  and  practices  which  forbid  or  prevent  the  policy 
holder  from  claiming  the  same  illness  on  two  or  more  policies.  Legally,  of  course, 
the  individual  who  has  made  several  contracts  with  several  companies  should  be 
entitled  to  collect  on  each  claim,  because  he  has  paid  his  premium.  The  com- 
panies, however,  try  to  pay  only  one  claim,  at  best  supplementing  the  original 
hospital  or  laboratory  or  doctor  fees. 

This  practice  works  particular  hardship  on  the  elderly  patient  for  whom  a 
bout  with  illness  entails  a  great  many  costs  in  addition  to  the  actual  doctor's 
or  hospital  expense,  such  as  the  need  for  homemaking  services,  special  food, 
non-prescription  drugs,  increasing  light,  gas  and  transportation  bills  and  others. 
Not  until  a  general  national  health  insurance  system  will  have  been  worked 
out,  will  it  be  possible  to  receive  total  covereage  for  his  illness.  Moreover,  the 
insurance  contracts  of  national  organizations  of  the  elderly  contain  the  same 
escape  clauses  which  make  insurance  contracts  illusory.  Private  companies  can 
not  be  blamed  for  this  state  of  affairs,  however;  they  simply  can  not  stay  in 
business  insuring  against  all  claims  possible. 

I  realize  that  this  is  neither  the  time  nor  place  to  offer  specific  suggestions  for 
legislative  action  in  this  regard.  Permit  me  to  say  however,  Mr.  Chairman,  that 
it  should  be  possible  to  engage  these  companies  on  the  re-insurance  principle, 
making  either  them  or  the  government  the  re-insurers.  This  principle  is  being 
used  extensively  in  Marine  Insurance  for  instance. 

The  important  point  to  be  remembered  is  that  private  insurance  just  as  little 
as  private  medical  care  can  do  the  job  unaided.  Health  care,  to  paraphase  the 
wise  word  of  Clemenceau  is  far  too  serious  a  national  concern  to  be  left  to  the 
health  care  dispensers  even  if  well-intentioned ;  and  we  all  know  where  that  road 
leads  to. 

SUPPLEMENTARY  PAYMENTS  FOR  SERVICES 

Not  without  regret  it  must  be  noted  that  our  present  Medicare  program,  so 
full  of  bright  principles  and  tremendous  hopes  has  not  entirely  lived  up  to  the 
expectation  of  those  who  have  for  many  years  labored  to  make  it  a  reality.  Among 
the  provisions,  particularly  burdensome  both  to  the  beneficiaries  and  the  ad- 
ministrators of  the  program,  is  the  fact  that  medical  insurance  must  be  supple- 
mented by  the  claimant. 

It  would  be  simpler  and  in  line  with  our  suggestion  of  raising  the  wage  base 
if  the  two  were  combined  as  provided  for  in  Mr.  Gilbert's  bill.  We  also  believe 
that  the  methods  of  reimbursement  should  be  reconciled  under  one  general  Medi- 
care program. 

Such  a  program  should  include  hospital  and  extended  care  facilities;  thus 
eliminating  the  plethora  of  exceptions,  in  which  unscrupulous  nursing  home 
operators  for  instance,  may  find  financial  advantages.  It  should  include  also 
services  not  heretofore  covered  so  as  to  form  a  complete  umbrella  under  which 
the  health  of  the  people  can  be  improved  upon  and  protected. 

DISABILITY  PROVISION  UNDER  MEDICARE 

If  there  is  any  consensus  with  respect  to  necessary  improvements,  I  believe 
Mr.  Chairman,  it  is  in  the  area  of  extending  complete  health  insurance  protection 
to  the  disabled  regardless  of  age.  This  is  especially  true  for  the  totally  and  per- 
manently disabled.  Study  upon  study  has  shown  that  a  disabled  person  incurs 
devastating  health  costs  at  the  time  of  stringent  income  deprivation. 

Moreover,  the  day  cannot  be  far  in  which  these  provisions  are  being  extended  to 
the  whole  population,  regardless  of  age  and  in  fact  regardless  of  their  physical 
and  financial  condition. 
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We  are  increasingly  mastering  chronic  disease  to  the  extent  that  a  patient 
who  formerly  might  have  died  after  one  or  two  years  of  diabetes  for  instance, 
can  now  live  to  a  fruitful  old  age  with  appropriate  management.  Whatever  dis- 
advantages may  be  connected  with  prolongation  of  life,  per  se,  it  is  quite  obvious 
that  we  are  increasing  considerably  the  length  of  life,  if  not  necessarily  the 
life-span,  of  a  person. 

Thus,  disabilities  acquired  in  the  early  part  of  life  must  be  taken  into  consid- 
eration for  decades  to  come  and  consequently  guarded  against.  Even  where  the 
disability  remains  static,  costs  are  likely  to  increase  because  of  changes  in  the 
life  of  the  disabled  person.  Moreover,  few  disabilities  do  remain  truly  static ; 
there  are  frequent,  sometimes  hardly  perceptible  changes  in  the  condition  of 
the  patient,  finding  their  expression  in  increased  costs  of  care  and  materiel. 

DRUGS  AND  MEDICATIONS 

Paramount  among  health  care  costs  are  bills  for  drugs  and  medications.  There- 
fore complete  coverage  of  all  prescription  drugs  and,  in  fact,  those  non-prescrip- 
tion drugs  which  are  essentially  not  self-administered,  for  instance  rubramm 
shots,  are  a  simple  necessity.  .         ,  . 

Continental  practice  in  these  cases  is  a  flat  fee  of  a  purchasing  value  of  ap- 
proximately 25  cents  for  each  prescription.  Frequently,  non-prescription  drugs, 
as  for  instance  aspirin,  are  prescribed  by  the  physician,  attesting  to  the  need 
for  the  medication,  rather  than  the  financial  need  of  the  individual.  These  drugs 
and  medications  are  prescribed  generically,  thus  saving  millions  for  the 
government.  ,  * 

The  physician  would  decide  whether  additional  vitamins,  for  example,  are  of 
therapeutic  value,  in  which  case  they  would  be  prescribed  by  the  physician  and 
paid  for  by  the  system  or  whether,  following  the  trend  of  the  American  public, 
they  might  constitute  a  personal  luxury  in  which  case  the  patient  would  have  to 

^Certainly?  broad  provisions  such  as  these  will  invite  abuse.  British  and  Conti- 
nental experience  attest  to  this.  However,  it  seems  to  me  Mr.  Chairman,  that  the 
population  as  a  whole  must  be  protected,  rather  than  that  individual  abuses 
may  be  forestalled ;  one  does  not  stop  delivery  because  some  letters  went  astray. 

In  considering  Mr.  Gilbert's  bill  in  the  findings  and  experiences  of  other  com- 
mittees of  Congress  will  certainly  be  utilized.  The  principle,  however,  should 
be  that  Medicare  should  cover  all  drugs  and  medications  as  well  as  prosthetic 
devices  of  every  description. 


MEDICAID  PROVISIONS 

If  the  experience  of  Medicare  in  some  instances  has  been  less  than  happy, 
the  various  Medicaid  programs  have  given  rise  to  even  more  serious  misgivings. 
Organized  medicine  in  the  form  of  physicians,  dentists,  optometrists,  hospitals, 
and  a  whole  host  of  health-related  professionals  an  semi-professionals,  has  bene- 
fited by  the  programs  to  the  detriment  of  even  the  richest  states. 

An  attempt  to  Federalize  Medicaid  may  not  reach  the  pinnacle  of  popularity 
at  this  time  ;  however,  several  pertinent  observations  may  be  made  : 

(a)  As  has  been  pointed  out  before,  it  will  be  only  a  matter  of  time— a  very 
short  time  at  that— until  Medicaid  must  be  extended  to  everyone  because  every- 
one will  be  medically  indigent. 

(b.)  In  the  interest  of  their  citizens,  the  states  can  not  be  trusted  with  the 
administration  of  Medicaid  provisions  based  on  Federal  subsidies,  the  so-called 
"New  Federalism." 

We  may  recall  the  sad  example  of  the  Social  Security  Amendments  of  196o, 
providing  retroactive  benefit  increases,  headlined  throughout  the  nation  as  "The 
$885  million  Social  Security  Windfall."  This  money  was  not  splurged  on  luxuries 
or  hoarded,  it  was  simply  an  opportunity  to  catch  up  on  debts  and  meet  the 
rising  cost  of  living. 

You  will  recall  Mr.  Chairman,  that  the  states  promptly  took  advantage  of 
this  retroactive  payment.  The  story  is  too  well-known  to  need  further  elaboration. 

Only  last  week  the  states  again  showed  how  strongly  determined  they  appar- 
ently are  to  take  advantage  of  Federal  money  for  their  purposes.  It  seems  that 
after  Congress  provided  ample  funds  for  the  education  of  the  children  of  the 
poor,  these  monies  had  been  diverted  into  adventures  which  only  by  a  wild  stretch 
of  the  imagination  can  be  considered  educational  and  certainly  contrary  to  the 
will  of  the  law-givers. 
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(c)  Even  if  the  states  could  be  relied  upon  to  assume  their  full  responsibilities, 
regional  differentials  in  the  computation  of  the  benefits  would  take  their  toll  and 
again  work  to  the  disadvantage  of  the  disadvantaged. 

The  present  system  of  administrative  complexities  provides  the  possibilities 
for  potential  abuse.  The  weaknesses  in  the  detection  of  these  abuses  and  the 
evaluation  of  medical  care  are  common  knowledge.  The  idea  of  having  fraud 
and  abuse  in  the  health  field  checked  at  the  local  level  by  committees  of  physi- 
cians, dentists  and  other  professional  strikes  us  as  hilariously  naive.  If  the 
states  can  not  be  trusted  with  policing,  self -policing  professionals  can  be  trusted 
even  less. 

Several  years  ago  I  ventured  to  predict  that  the  health-corps  of  the  country 
will  be  regarded  as  the  enemy  of  the  people,  not  because  foreign  or  domestic 
agitators  tell  them  so,  but  because  the  corps  will  have  been  responsible  for  gross 
devaluation  of  morals,  ethics  and  common  human  decency. 

MEDICAL  ETHICS 

Medical  ethics  apparently  in  its  present  form  in  the  United  States  regulates 
mainly  the  relationships  between  physicians,  or  between  physicians  and  insur- 
ance compaines,  but  only  rarely  does  it  seem  to  apply  to  the  patients.  The  much 
vaunted  doctor-patient  relationship,  if  it  ever  existed,  is  a  thing  of  the  past. 
Specialization  add  hyper-professionalization  may  be  to  blame.  It  is  true  that 
may  medical  schools  make  an  effort  to  develop  heart  in  addition  to  the  mind  and 
the  lab ;  but  shortly  after  the  young  intern  leaves  school  and  schooling — all  too 
frequently  in  debt  for  his  education — he  falls  into  the  money  making  pattern 
of  his  elders. 

In  the  Medicaid  field,  the  cost  sharing  plans  advocated  and  in  fact  enacted 
by  state  legislatures  have  worked  against  the  best  interest  of  the  patients.  The 
recent  experience  of  physicians  having  assigned  their  claims  at  90%  value  to 
a  factoring  company  may  be  a  case  in  point. 

Even  at  reduced  rates  Medicaid  has  served  to  increase  the  fees  of  medical 
services  to  such  an  extent,  that  the  uncovered  individual  can  not  possibly  afford 
the  rates  agreed  upon  by  the  state.  Consequently,  young  physicians,  for  instance 
may  build  their  practices  around  Medicare  and  Medicaid  patients  without  either 
the  experience  or  the  insight  into  or  empathy  with  the  problems  of  the  elderly 
and  chronically  sick. 

Contrary  to  exaggerated  public  opinion  American  health  care  is  neither  quali- 
tatively the  best  nor  even  quantitatively  adequate.  Says  Roul  Tunley  in  his 
The  American  Health  Scandal  (Harper  and  Row,  1966),  "We  are  the  only  coun- 
try left  that  believes  medical  care  is  a  privilege.  All  other  countries  hold  it  to  be 
a  right.'"  (Author's  italics).  Conditions  have  drastically  worsened  since  this  book 
was  written. 

Based  on  the  atavistic  fear  of  the  medicine  men  of  old.  modern  shamans  in 
white  frocks,  degree-crowned  and  wompum-conscious  will  only  have  themselves 
to  blame  when  the  people,  at  the  risk  of  endangering  their  own  health,  attempt 
to  preserve  their  human  dignity,  chasing  them  from  the  temple. 

For  the  present  Mr.  Chairman,  it  is  simply  impossible  to  see  how  the  splintered, 
transitory  Medicaid  system  can  exist  without  its  inclusion  in  the  Social  Security 
system  as  part  of  an  enlightened  national  policy. 

FINANCING 

Historically,  the  policy  of  economics  of  the  depression  demanded  a  low  contri- 
bution rate  for  the  Social  Security  system.  It  is  probably  true  that  a  flat  rate 
of  7%  would  have  been  necessary  even  at  that  time.  However,  the  benefit  bases 
as  well  as  the  benefit  amounts  have  been  increased  over  the  years,  until  they 
reached  the  present  contribution  rate  schedule  indicated  in  the  summary.  In  order 
to  finance  the  considerable  cost  of  the  present  proposals,  general  revenue  would 
have  to  be  relied  upon,  particularly  in  view  of  the  considerable  increases  neces- 
sitated by  the  extensive  medical  provisions  outlined  above. 

Taking  advantage  of  the  current  favorable  actuarial  surplus,  it  may  be  possible 
to  increase  the  contribution  and  benefit  base  as  pointed  out  by  Mr.  Gilbert  in  his 
statement  of  September  17.  If  however,  all  our  ideas  would  be  incorporated  in  the 
final  bill,  resulting  from  these  hearings,  one-half  of  the  total  cost  of  the  program 
would  have  to  be  met  by  gradully  increasing  governmental  contributions. 

Nor  does  it  seem  unrealistically  hopeful  to  assume  that  such  provisions  may 
be  enacted.  There  is  no  doubt  that  wages  and  income  will  continue  to  rise,  even 
allowing  for  a  deflationary  spiral,  because  the  Gross  National  Product  win 
continue  to  rise  in  any  event. 
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Based  on  these  deliberations  the  suggestion  may  be  not  too  far-fetched  that 
the  OASDI  and  health  insurance  contributions  could  be  increased  to  ten  and 
five  percent,  respectively,  to  cover  the  increase  in  general  health  insurance.  This 
after  all  is  only  twice  the  flat  rate  originally  considered  necessary  and  not  too 
far  from  Mr.  Gilbert's  carefully  worked  out  schedule  for  1987.  We  are  simply 
pre-poning  his  benefit  base  and  rate  schedules  by  seventeen  years  because  of 
present,  desperate  financial  and  medical  situations. 

One  word  with  regard  to  the  dates  of  enactment  and  actual  beginning  of 
increased  benefits.  We  have  been  told  that  because  of  computerization,  April  1 
would  be  the  earliest  date  at  which  the  new  rates  could  be  effective.  I  would 
like  to  refuse  to  believe  that  the  computers  have  already  reached  policy-and- 
•decision-imaking  status.  It  may  be  necessary  to  provide  for  the  period  from 
January  to  April  in  a  lump  sum.  But  the  new  increased  benefits,  whatever  they 
are,  should  take  effect  as  of  January,  1970.  The  inflationary  spiral  does  not 
wait  and  each  month  will  bring  further  hardship  to  millions  of  claimants. 

Today  Social  Security  covers  nearly  half  of  the  population.  All  that  is  needed 
Mr.  Chairman,  is  to  make  the  transition  from  the  thinking  of  the  depression  to 
the  feeling  for  the  future.  We  do  not  deal  anymore  with  emergency  measures 
designed  to  protect  the  poor  and  the  weak.  Rather  we  are  concerned  with  the 
economic,  the  physical,  the  mental  and  in  fact  the  spiritual  welfare  of  the  Nation. 
The  problems  confronting  us  probably  defy  prompt  and  easy  solutions.  It  is  not 
the  victory  but  the  struggle  that  counts.  In  this  fight  the  deliberations  of  your 
committee  Mr.  Chairman,  will  be  in  the  forefront  of  our  hopes  and  our  fervent 
wishes. 

SUMMARY  AND  RECOMMENDATIONS 

The  proposals  made  in  the  foregoing  statement  may  be  summarized  as  follows. 

The  basic  benefits  for  the  worker  should  toe  increased  to  $250  a  month  minimum 
regardless  of  the  earning  base  by  January  1970  (and  not  later). 

Proportionate  increases  would  be  related  to  earnings;  however,  the  range 
should  probably  be  far  smaller  than  at  the  present. 

Benefits  for  dependents  and  survivors  should  be  increased  proportionately. 
All  benefits  under  the  law  should  be  automatically  adjusted  taking  into  account 
the  cost-of-living  increase ;  however,  the  increase  in  benefits  should  be  dis- 
proportionately higher  for  reasons  indicated  in  the  text. 

There  would  be  a  smaller  actuarial  reduction  for  workers  who  retire  prior  to 
age  65. 

The  widow  and  widower's  benefits  should  equal  100%  of  the  benefit  that  should 
have  been  payable  to  the  deceased  spouse.  Such  benefits  should  be  payable  regard- 
less of  the  age  of  the  disabled  widow  or  widower. 

Special  payments  at  age  72  should  be  increased  proportionately  to  the  increase 
proposed  above. 

The  lump-sum  death  payment  limit  should  be  increased  to  $1000. 

Computations  of  benefits  should  be  figured  over  shortened  periods.  Most  im- 
portantly, no  benefit  should  be  withheld  on  earnings  of  $25,000  or  less. 

With  respect  to  disability  provisions  the  waiting  period  should  be  reduced 
from  six  to  three  months,  and  permanently  and  totally  disabled  workers  of 
any  age,  if  unable  to  engage  in  substantial,  gainful  activity  in  their  regular  work 
should  receive  full  disability  benefits. 

With  regard  to  medical  provisions,  supplementary  medical  insurance  premiums 
should  be  eliminated. 

Medicare  should  be  extended  to  persons  of  any  age  after  establishing  total  and 
permanent  disability. 

All  expenses  for  drugs  should  be  covered  under  the  Medicare  Act  whether 
provided  for  within  or  without  the  hospital. 

Moreover,  prescription  as  well  as  non-prescription  drugs  (under  certain  con- 
ditions) should  be  provided  for  on  an  out-patient  basis. 

Medicaid  should  be  include  in  the  Social  Security  system  as  part  of  national 
policy  and  extended  to  the  total  population. 

Contribution  and  benefit  base  should  be  increased  to  $100.00  after  1970. 

The  contribution  rate  schedule  should  be  increased  in  1970  to  10%  for  OASDI 
and  5%  for  health  insurance. 

Contributions  from  general  revenue  should  be  increased  over  a  five  year  period 
to  cover  an  amount  equal  to  one-half  the  cost  of  the  program,  if  necessary. 

These  recommendations  are  based  on  the  recognition  that  Social  Security  is 
a  contractual  right  in  the  interest  of  the  whole  Nation  and  should  be  divested 
of  its  gerontophobic  content,  recognizing  the  elderly,  and  weak  and  infirm  as 
part  of  the  fabric  of  life  rather  than  as  a  social  problem. 
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Item  i 


Existing  law : 


Desiderata 


1.  Benefit  amounts: 
(a)  Basic 

amounts. 


(b)  Automatic 
adjust- 
ment. 


Benefits  for  a  worker  beginning  at  age  65,  or 
when  disabled  before  age  65,  range  from  $55 
to  $218.  Benefits  for  dependents  and  sur- 
vivors are  based  on  these  amounts. 


No  provision. 


(c)  Actuarial 
reduction. 


(d)  Widow's  and 
widower's. 


(e)  Special  age- 
72  pay- 
ments. 


(f)  Lump-sum 
death  pay- 
ments. 
Benefit  computations. 


3.  Earnings  test. 


4.  Disability  provisions: 
(a)  Definition  of 
disability. 


(b)  Alternative 
definition 
for  older 
workers. 

5.  Medicares 

I.  (a)  Financing 
both  hospital 
insurance 
and  supple- 
mentary 
medical  in- 
surance on 
the  basis  of 
payroll  con- 
tributions 
and  general 
revenues. 

I.  (b)  Medicare  for 
the  disabled. 


(c)  Coverage 
of  drugs. 


Benefits  for  workers,  and  their  wives  or  hus- 
bands, who  start  getting  benefits  before  age 
65  are  payable  at  reduced  rates.  The  benefits 
are  reduced  to  an  amount  that  will  on  the 
average  give  the  same  total  lifetime  benefits 
that  would  have  been  paid  if  the  benefits  had 
not  begun  until  age  65.  A  worker's  benefit  at 
age  62  is  80  percent  of  the  benefit  he  would 
have  gotten  at  age  65;  a  wife's  or  dependent 
husband's  benefit  is  75  percent  of  the  amount 
payable  at  age  65. 

Benefits  beginning  at  or  after  age  62  are  equal 
to  82J-3  percent  of  the  benefit  amount  that 
would  be  payable  to  the  deceased  spouse. 
Disabled  widows  and  widowers  can  get  bene- 
fits at  or  after  age  50.  Where  benefits  begin 
before  age  62,  the  benefit  amounts  are  re- 
duced. 

Certain  people  who  reach  age  72  before  1972 
and  who  have  not  worked  under  social  se- 
curity long  enough  to  get  regular  benefits  can 
get  special  payments  of :  $40  for  an  individual ; 
$60  for  a  couple. 

Equal  to  3  times  the  worker's  benefit  amount 
but  not  more  than  $255.  Range:  $165  to  $255. 

All  social  security  amounts  are  based  on  the 
insured  worker's  average  monthly  earnings. 
Nearly  all  benefits  are  now  based  on  average 
monthly  earnings  after  1950,  figured  over  5 
less  than  the  number  of  years  after  1950  and 
up  to  the  year  the  worker  reaches  age  65  (62 
for  women),  becomes  disabled,  or  dies. 


No  benefits  are  withheld  on  annual  earnings  of 
$1,680  or  less.  For  earnings  up  to  $1,200  above 
$1,680  (i.e.,  $2,880),  $1  is  withheld  for  each  $2 
of  earnings,  and  for  additional  earnings  $1  is 
withheld  for  each  $1  of  earnings,  except  that 
no  benefits  are  withheld  for  any  month  in 
which  a  person  does  not  earn  more  than  $140 
in  wages  nor  render  substantial  services  in 
self-employment.  No  provision  for  automatic 
i  ncreases. 

Benefits  cannot  be  paid  until  after  a  6-month 
waiting  period,  and  are  payable  only  if  the 
disability  is  expected  to  last  for  at  least  12 
months  or  to  result  in  death. 


Workers  must  be  unable  to  engage  in  any  sub- 
stantial gainful  activity  by  reason  of  a  medically 
determinable  physical  or  mental  impairment. 


Hospital  insurance  if  financed  by  contributions 
from  employers,  employees,  and  the  self- 
employed.  Supplementary  medical  insurance 
is  financed  by  monthly  premiums  paid  by  en- 
rollees  and  matched  by  the  Federal  Govern- 
ment. Moneys  are  deposited  in,  and  benefits 
and  administrative  expenses  are  paid  from, 
2  separate  trust  funds.  Eligibility  for  hospital 
insurance  is  based  on  eligibility  for  cash  bene- 
fits (except  for  a  special  transitional  provision) 
while  medical  insurance  is  available  to  virtu- 
ally all  those  over  65. 

Medicare  is  available  only  to  people  age  65  and 
over  (without  regard  to  disability). 

Generally,  drugs  are  covered  only  if  they  are 
provided  in  a  hospital  or  an  extended  care 
facility.  Drugs  are  covered  on  an  outpatient 
basis  only  if  the  drug  is  one  which  cannot  be 
self-administered. 


Benefit  amount  for  the  worker  to  be  in 
creased  to  January  1970,  $250  minimum; 
proportionate  increases  related  to  earn- 
ings. Benefits  for  dependents  and  sur- 
vivors to  be  increased  proportionately. 

Benefit  amounts  automatically  adjusted 
annually  for  each  1  percent  or  more  of 
increase  in  the  cost  of  living  between  7H 
and  10  percent  in  benefits. 

Smaller  reduction;  a  worker's  benefit  at  age 
62  to  be  86  percent  of  the  unreduced 
amount;  the  same  for  wife  or  husband. 


The  amount  payable  to  equal  100  percent  of 
the  benefit  that  would  have  been  payable 
to  deceased  spouse.  Benefits  beginning 
before  age  65  to  equal  86  percent  of  the 
benefit  of  deceased  spouse.  Benefits  pay- 
able to  disabled  widow  or  widower  at  any 
age. 

Special  payments  to  be  increased  in  propor- 
tion to  increase  under  (a). 


Limit  to  be  increased  to  $1,000. 


The  number  of  years  used  in  figuring  the 
worker's  average  monthly  earinings  would 
be  reduced  by  H  beginning  in  December 
1970,  and  to  his  best  10  years  out  of  any 
15  consecutive  years  beginning  in  De- 
cember 1972.  The  average  monthly  earn- 
ings figured  over  the  shortened  periods 
would  be  adjusted  to  take  account  of  the 
length  of  time  the  person  worked  under 
social  security. 

No  benefits  would  be  withheld  on  earnings 
of  $25,000  or  less.  Automatic  increases 
proportionate  to  (b). 


The  waiting  period  would  be  reduced  from  6 
to  3  months,  and  the  requirement  that  the 
disability  must  be  expected  to  last  12 
months  or  to  result  in  death  would  be 
eliminated.  Permanently  and  totally  dis- 
abled workers  of  any  age  if  unable  to 
engage  in  substantial  gainful  activity  in 
their  regular  work  to  receive  full  disability 
benefits. 


Eliminating  supplementary  medical  insur- 
ance premiums  and  provide  for  financing 
both  hospital  and  medical  insurance  pro- 
gramsthrough  contributions  of  employees, 
employers,  and  the  self-employed,  and  a 
matching  contribution  by  the  Federal 
Government.  All  moneys  would  go  into  a 
combined  trust  fund,  which  would  pay  the 
benefits  and  administrative  expenses  of 
both  programs.  Eligibility  requirements 
for  both  hospital  and  medical  insurance 
would  be  identical  to  that  required  under 
existing  law  for  hospital  insurance. 

Medicare  extended  to  persons  of  any  age 
after  establishing  total  and  permanent 
disability. 

Coverage  extended  to  out  of  hospital  pre- 
scription drugs  out  of  insurance  program. 
Also  such  nonprescription  drugs  as  cannot 
be  self-administered,  or,  urged  by  a 
physician. 
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Item 


Existing  law2 


Desiderata 


II.  Medicaid  or  sim- 
ilar name. 


6.  Contributions  and 
benefit  base. 


7.  Contribution  rate 
schedule. 


Federal  contribu- 
tions. 


Medicaid  administered  through  public  assist- 
ance system  of  the  States. 

The  amount  of  annual  earnings  on  which  social 
security  contributions  are  payable  and  that 
can  be  counted  toward  benefits  is  $7,800.  No 
provision  for  automatic  increases. 
Employer-employee,  each  (percent) 


Year 

OASDI 

HI 

Total 

1970   

4.20 

0.60 

4.80 

1971  to  1972 

4. 60 

.60 

5.20 

1973  to  1975 

5.  00 

.65 

5.65 

1976  to  1979 

5.  00 

.70 

5.70 

1980  to  1986 

5.  00 

.80 

5.80 

1987  and  after... 

...  5.00 

.90 

5.90 

Self-employed  (percent) 


1970   

6.30 

0.60 

6.90 

1971  to  1972 

6.  90 

.60 

7.  50 

1973  to  1975 

7.  00 

.65 

7.65 

1976  to  1979 

7.  00 

.70 

7.  70 

1980  to  1986 

7.00 

.80 

7.80 

1987  and  after 

..  7.00 

.90 

7.90 

Extend  to  total  population  and  include  in 
social  security  system,  as  part  of  national 
policy. 

Amount  of  annual  earnings  to  be  increased 
to  $100,000  in  1970.  After  1975,  the  earn- 
ings amount  to  be  automatically  increased 
if  appropriate. 

1970,  OASDI  5  percent,  HI  1  percent  to  be 
increased  to  10  and  5  percent  respec- 
tively, after  general  health  insurance  has 
been  added. 


No  provision   General   revenue  contribution  increasing 

over  a  5-year  period  to  amount  equal  to 
lA  of  the  cost  of  the  program. 


»  Using  Mr.  Gilbert's  summary  in  Congressional  Record,  Sept.  17,  1969,  H801-18  and  H801-19. 

2  Item  added  by  J.H.B. 

3  Medical  provisions. 

The  Stealing  Steps 

But  age  with  his  stealing  steps  hath  caught  me  in  his  clutch  and 
had  shipped  me  intil  the  land  as  if  I  had  never  been  such. 

A  STUDY  OF  ADJUSTMENT  TO  AGING  :  A  SEMANTIC  APPROACH  1 

By  Joseph  H.  Btinzel 2 

Purpose  and  Scope. — This  paper  may  be  considered  a  manifesto  of  a  social 
activist.  As  such  it  is  concerned  with  adjustment  to  aging ;  however,  not  with 
the  adjustment  of  and  by  the  aged — that  poor  over-researched  minority  group 
65  years  of  age  and  older — hut  with  adjustment  of  society  to  one  of  its  integral 
parts,  a  group  that  has  nothing  in  common  but  a  specific  symbol  mathematically 
expressed  by  the  figure  65.  Surely  this  is  a  small  matter  for  sociologists  to 
understand  and  appreciate. 

It  will  be  easier  to  describe  what  this  paper  will  not  do.  It  will  not  add  to 
the  ever-increasing  burden  for  older  persons  to  be  judged  on ;  nor  will  it  con- 
centrate on  the  self-knowledge,  insights,  facts,  opinions,  and  prejudices  of  the 
older  person  himself.  It  will  not  contribute  to  his  education.  Rather  it  will  make 
the  deliberate  attempt  to  contribute  to  the  education  of  the  society  at  large 
and  especially  the  younger  and  middle-aged  groups. 

Thus,  this  paper  wishes  to  call  attention  to  possible  amelioration  of  condi- 
tions of  the  older  person  in  our  society  by  taking  into  account  the  various 
semantic  hurdles  which  society  places  in  the  path  of  the  older  person  today. 
These  obstacles  tend  to  prevent  life  adjustment  by  the  older  person.  It  is  our 
purpose  to  adjust  society  to  the  older  person  rather  than  adjust  the  older 
person  to  society.  (1) 


1  Prepared  for  the  meetings  of  the  Midwestern  Sociological  Society,  April  23,  1965,  Min- 
neapolis, Minnesota.  A  grant  by  the  General  Extension  Division  of  the  University  of  North 
Dakota  in  the  preparation  of  this  paper  is  herewith  gratefully  acknowledged. 

3  At  the  time  of  the  preparation  of  this  paper  the  author  was  Associate  Professor  of 
Sociology  at  the  University  of  North  Dakota.  He  also  was  a  member  of  the  Governors 
Citizens  Committee  on  Aging  in  North  Dakota.  However,  neither  the  University  nor  any 
other  agency  or  person  bears  any  responsibility  for  the  opinions  expressed  and/or  the 
form  in  which  they  appear. 
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Gerontophobia  Gallopposis. — Sociologists  for  many  years  now  have  been  increas- 
ingly aware  of  the  very  real  dangers  that  lie  in  the  attempt  of  changing  social 
pathology  rather  than  interest  themselves  in  the  study  of  social  structure.  In 
theory  and  practice,  the  study  of  structure  has  preceded  possible  breakdown 
of  function.  It  is  perfectly  true  that  "structure  function  and  development  flow 
into  one  another"  as  Gerard  points  out,  however,  "it  does  not  follow  that  the 
divisions  are  meaningless."  (2) 

An  aged  person  can  only  function  in  a  society  available  to  him.  But  the  devel- 
opment of  the  older  person  cannot  be  separated  from  societal  structure  and 
function.  Our  society,  for  better  or  for  worse,  is  imbued  with  values  which 
either  leave  out  the  older  person  or  which  are  directly  opposed  to  him.  Our 
youth-health  and  work-conditioned  society  is  surely  as  much  a  contradiction 
to  the  values  of  the  elderly  as  can  be  assumed  under  any  circumstances.  Small 
wonder  then  that  society  feels  uncomfortable  with  the  threat  of  an  ever  increas- 
ing number  of  aging  in  its  midst.  (3) 

Fear  and  hatred  of  the  aged  are  rampant  in  the  land.  In  all  fields  of  human 
endeavor  we  are  concerned  with  consequences  which  are — this  is  our  conten- 
tion— engendered  by  semantic  manipulation.  Regardless  of  the  large  number 
of  recent  laws  that  are,  at  the  present,  trying  to  improve  the  fate  of  the  aged 
in  society,  there  is  still  the  American  dream  of  independence  and  self-reliance, 
the  myth  of  rugged  individualism  and  the  much-vaunted  ability  to  care  for  one's 
self,  which  stand  in  the  way  of  societal  adjustment.  (4) 

The  United  States  Senate,  in  recent  reports  on  frauds  and  deceptions  affecting 
the  elderly,  has  taken  an  important  lead.  The  Senate  recommends  a  protective 
albeit  a  paternalistic  program  in  favor  of  the  aged,  though  one  might  commend 
the  use  of  the  world  "elderly"  throughout  the  report.  However,  there  are  two 
basic  derogatory  presuppositions ;  one,  that  the  older  person  is  gullible  and  thus 
has  to  be  protected,  even  against  himself,  and  another  one  which  may  work  even 
more  detrimental  to  the  welfare  of  the  elderly,  namely,  that  licensed  physicians, 
hospitals,  and  insurance  carriers  will  not  exploit  the  relative  helplessness  and 
confidence  of  the  elderly.  (5) 

Unfortunately  there  is  no  reason  to  suppose  that  every  individual  physician, 
hospital,  and  insurance  carrier  is  as  fully  competent  as  the  report  implies,  nor 
as  truly  helpful  as  the  report  seems  to  assume.  This  is  particularly  true  with 
regard  to  health  insurance,  the  provisions  of  which  are  frequently  overstated  and, 
in  fact,  one-sided.  (6) 

Even  if  Medicare  becomes  law  and  even  if  it  will  include  some — albeit  volun- 
tary— provisions  for  medical  care,  manipulation  by  legitimate  vested  interests  will 
not  only  be  possible  but  practically  inevitable.  There  will  also  be  not  insubstantial 
payment  by  the  elderly  which  will  doubtless  work  hardship  in  many  instances. 
Thus,  we  are  confronted  with  the  frankly  pathetic  impasse  correlative  to  the 
present  socioethical  transition  in  the  American  way  of  life.  (For  desiderata 
see  footnote  45.) 

Process  verstis  Problem. — Aging  must  be  considered,  of  course,  a  process  rather 
than  a  problem,  but  in  our  problem-oriented  sociology  of  the  twenties  and 
thirties  it  has  found  its  place  rather  on  the  debit  side  of  the  ledger  and  the  older 
sociological  textbooks  refer  to  it  as  a  problem  throughout.  (7)  On  the  other 
hand,  it  could  be  credited  with  widening  of  horizons,  enrichening  and  deep- 
ening of  life  experience,  and  a  very  basic  enjoyment  of  simply  being  alive.  One  of 
the  few  physicians  who  understands  the  importance  of  aging  as  a  social  process 
is  Dr.  Olmstead,  who  says,  "In  the  first  place  aging  is  not  a  disease  process  .  .  . 
any  more  than  adolescence  or  childhood  are  disease  processes  .  .  ."  and  later, 
"Senescence  is  not  a  disease  and  childhood  is  not  a  disease  but  both  require 
care;  childhood  by  the  parents  and  senescence  by  society."  (8) 

Of  course,  "All  societies  are  faced  with  the  problem  of  establishing  priorities 
.  .  .  finding  for  individuals  a  particular  group  of  kinsmen  to  whom  they  are 
privileged  to  turn  first  for  material  aid,  support,  ceremonial  service.  All  cultures 
meet  this  problem  by  adopting  a  rule  of  descent."  (9)  Older  societies,  as  can  be 
seen  in  the  footnote,  develop  gradations  and  degradations ;  however,  in  our 
society  gerontophobia  is  rampant  in  all  its  ramifications  and  it  does  not  neces- 
sarily start  at  sixty-five. 

Definitions  of  Aging. — In  the  field  of  aging,  perhaps  more  than  in  others, 
semantics  plays  an  ever  increasing  role.  Alone  the  change  from  the  "old  person" 
to  "oldster"  to  "senior  citizen"  to  "elderly",  makes  it  clear  that  aging  is  on  the 
upgrade,  and  that  the  American  people  in  general  and  sociologists  in  particular 
are  making  inroads  into  the  conscience  of  our  society ;  however,  if  semantics 
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should  be  more  than  the  choice  of  euphemistic  words  and  phrases,  it  must 
attempt  not  only  to  give  meaning  but  also  offer  therapeutic  possibilities.  It 
can  hardly  be  put  better  and  in  a  more  concrete  way  than  has  been  done  by  one 
of  Christ's  respondents  when  he  says,  "They  think  they  have  to  act  old."  (10) 

In  gerontological  literature  the  word  "old  age"  connotes  a  person  sixty-five 
years  and  over,  and  it  is  well  known  that  frequently  articles  appear  indicating 
how  useful  persons,  particularly  in  the  arts,  are  and  how  creative  they  were  at 
seventy-five  and  eighty  or  more.  (11) 

This  writer  has  made  a  suggestion  to  reconstitute  age  and  create  a  research  tool 
to  be  called  service  age  but  research  grants  for  that  purpose  were  not  forth- 
coming. The  basic  idea,  however,  may  bear  repetition.  Two  indices  should  be 
considered  which  would  enable  each  person  to  determine  with  a  certain  degree 
of  objectivity  the  contribution  which  he  had  made  to  society  and  the  contributions 
which  society  had  made  to  him,  that  some  relative  measurements  might  be 
forthcoming.  (12) 

A  biologist,  Alex  Comfort,  suggests  that  "Much  modern  research  into  aging 
tends  still  to  be  desultory  although  the  single  subject  with  which  it  deals  are 
important  to  themselves.  "Senescence,"  he  also  states,  "is  typically  an  undirected 
process",  and  "the  idea  of  senescence  as  'fated'  or  'destined'  and  of  the  organism ; 
i.e.,  a  positively-subsistent  and  ordered  process  of  life-curtailment  though  it  is 
not  always  the  friut  of  avowed  vitalism,  has  much  in  common  with  it."  (IS) 

In  addition  to  the  chronological  and  physio-biological  age  we  must  take  into 
account  psychological  and  sociological  aging.  (14)  Biological  and  physiological 
ages  concerned  with  health,  both  physical  and  mental,  following  present  day 
emphasis  on  psychosomatics.  They  too,  will  be  separated  only  for  convenience 
sake ;  actually  they  form  no  entity  by  themselves. 

The  Uses  of  Semantics. — Language  does  not  only  serve  socialization,  in  addi- 
tion to  its  general  function  of  communication,  but  also  a  semi-therapeutic  and 
frequently  outright  therapeutic  function  pattern.  Leslie  White  contends  that 
"Today  we  are  beginning  to  realize  and  to  appreciate  that  the  symbol  is  the 
basic  unit  of  all  human  behavior  and  civilization."  ....  without  symbol  there 
would  be  no  culture.  .  .  .  and  obviously  not  the  sub-culture  of  old  age  as  well. 
Symbols  and  myths  are  indispensable  in  the  creation  of  a  sub-culture.  (15) 

"Semantics — especially  the  general  semantics  of  Alfred  Korzybski  (1879-1950), 
Polish-American  scientist  and  educator — pays  particular  attention  not  to  words 
in  themselves,  but  to  semantic  reactions — that  is,  human  responses  to  symbols, 
signs,  and  symbol-systems,  including  language."  (16) 

"Korzybski  believed  that  the  term  'identification  reaction'  could  be  generally 
used  to  describe  the  majority  of  cases  of  semantic  malfunctioning.  Identification 
is  something  that  goes  on  in  the  human  nervous  system."  (p.  10)  The  aged  are 
particularly  prone  to  the  semantic  malfunctioning  of  society  in  general  and  even 
of  their  loved  ones  in  particular.  Part  of  our  identification  reactions  are  simply 
protective  mechanisms  inherited  from  the  necessities  of  survival,  under  earlier 
and  more  primitive  conditions  of  life.  (p.  12 ) 

"The  social  nature  of  the  word  has  always  been  recognized  in  so  far  as  lan- 
guage is  defined  as  means  of  communication."  Professor  Kwant  refers  to  an 
explanation  of  Merleau-Ponty,  who  says  "The  naming  of  objects  does  not  follow 
their  recognition  but  is  the  recognition  itself."  (#75).  Thus,  the  word  old  recog- 
nizes age  rather  than  follows  its  recognition,  and  the  significance  of  the  discovery 
that  language  has  a  social  nature  aside  from  a  mere  communicative  leads  one  to 
consider  that  "because  people  belong  to  the  same  society  of  language,  they  live 
in  the  same  world  of  thought.  Language  is,  therefore,  an  encounter  which  has 
taken  form  in  the  world."  (Kwant,  p.  42)  Thus,  "Each  man-made  instrument 
requires  a  certain  way  of  manipulative  behavior."  and  "if  we  use  the  world 
together,  there  must  be  a  common  behavior  in  this  use.  Thus,  a  common  lan- 
guage is  conceivable  only  if  there  is  a  common  way  of  thinking."  (Ibid.)  (17) 

We  may  question,  therefore,  whether,  for  instance,  talking  between  old  and 
young  can  lead  to  any  kind  of  understanding  since  in  our  admittedly  small  and 
biased  sample,  nearly  everybody  has  given  up  hope  to  be  understood  by  the 
younger  ones.  Says  one  older  woman  living  in  the  community,  "younger  people 
won't  work,  they  steal.  Apparently  under  the  influence  of  bad  TV  shows,  and 
are  lazy  kids."  Not  a  single  one  of  our  sample  denied  that  "Older  people's  think- 
ing differs  from  that  of  the  younger  generation."  (18) 

This  phenomenon  harks  back  to  the  typically  American  culture  trait  of  peer- 
age stratification.  In  this  egalitarian  form  there  is  contained  a  large  amount  of 
over-confidence  in  the  system  of  the  peer-age  group.  We  find  it  in  judicial 
processes,  a  remnant  of  feudal  times,  when  only  the  peers  of  the  realm  were 
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worthy  to  judge  one  of  their  own.  In  a  somewhat  cute  imitation  of  grown-ups, 
little  boys  and  girls  believe  strongly  that  while  they  can  understand  each  other, 
they  cannot  be  understood  by  anybody  else.  The  over-reliance  upon  peer-age  starts 
as  early  as  kindergarten  and  continues  way  into  the  sixties  or  more  ( les  girls ! ) 
regardless  of  the  physical  or  mental  conditions  of  the  persons  involved. 

Our  contention  is  that  if  we  change  the  way  in  which  we  talk  about  age  and 
the  aged  we  change  our  image  of  them.  General  semantics  then  may  be  con- 
sidered training  in  freedom ;  freedom  from  the  chains  of  words  either  misunder- 
stood or  having  become  cheap  in  the  process  by  over-use. 

This  does  not  mean  that  abstraction  per  se  should  be  distrusted;  rather  it 
means  that  two  aspects  of  communication  have  to  be  observed.  One  is  the  matter 
of  output  (p.  29).  Another  is  the  problem  of  intake.  Most  people  are  simply  not 
used  to  listen  carefully  and  attentively.  What  Hayakawa  calls  the  symbolic  self 
is  basically  the  same  what  Carl  Rogers  calls  self -concept.  That  is  to  say  an 
organized  configuration  of  perceptions  along  the  lines  of  Oooley's  looking-glass- 
self.  Obviously  the  self -concept  is  not  identical  with  the  self,  just  as,  semantically 
speaking,  a  map  is  not  a  territory.  One  could  argue  that  the  distance  between 
the  self -concept  and  the  self-seen-by-others  is,  of  course,  unavoidable  and  inevit- 
able. It  is  precisely  there  where  differences  between  adjustment  and  insanity 
arise.  The  person  who  believes  himself  surrounded  by  enemies  may  have  delusions, 
and  thus  be  classified  as  a  psychotic.  Here  self-concept  and  self-seen-by-others 
are  very  far  apart  indeed.  This  phenomenon  may  occur  in  old  age  more  fre- 
quently than  in  younger  years  because  of  impaired  communications,  as  for 
instance,  partial  or  total  blindness,  pronounced  loss  of  hearing,  and  deafness. 

Moreover,  restriction  of  the  life  space  by  the  loss  of  persons  with  whom  the 
older  one  could  find  easy  communication  for  instance  his  children  or  grand- 
children by  distance  or  his  friends  by  death  may  well  be  constituent  parts  of 
approaching  senility. 

Damage  to  the  self -concept  may  bring  about  physical  damage  to  the  person  as 
well ;  moreover,  since  the  self-concept  does  not  change  while  the  self  does,  we  are 
confronted  frequently  with  pathetic  semantic  rationalizations. 

The  sane  individual  does  not  confuse  levels  of  abstraction ;  he  does  not  read 
a  map  as  if  it  were  a  territory;  he  does  not  treat  all  things  as  identical  that 
have  the  same  name — for  instance,  just  because  somebody  is  aging  it  does  not 
mean  that  he  must  be  the  same  dottering  idiot  that  another  one  of  the  same  age 
may  have  been  ;  the  same  individual  does  not  think  in  dichotomies  where  absolute 
good  is  opposed  by  absolute  evil ;  the  same  individual  does  not  confuse  reports 
with  inferences  and  inferences  with  judgmental  statements. 

The  sane  individual  is  fact-minded  rather  than  word-minded  what  Korzybski 
calls  extensionally  oriented ;  he  is  conscious  when  he  abstracts  and  when  he 
projects;  he  is  relaxed  rather  than  rigid  or  defensive — and  that  is  precisely 
what  our  society  does  not  allow  the  aged  to  be  and  to  become. 

Hayakawa  agrees  with  Rogers  and  Maslow  that  sane  people  are  not  neces- 
sarily well  adjusted  in  the  way  in  which  it  is  understood  by  social  workers.  The 
sane  person  is  creative ;  his  experiences  are  always  changing  and  he  is  open  to 
them.  He  may  not  be  a  creative  artist,  musician,  scientist,  or  politician,  but  he 
may  be  able  to  create  a  salad,  a  warm  home,  a  congenial  atmosphere,  a  loving 
family,  and  a  pleasant  God. 

Korzybski  calls  man  the  time^binder.  That  means  "man  is  the  only  animal 
who  can  communicate  across  time  from  generation  to  generation."  However,  we 
do  not  go  on  unlimited ;  time-binding  is  done  in  our  own  group  either  by  dis- 
suasion communication  outside  the  group  or  by  taboo,  that  is  to  say  that  certain 
things  must,  not  be  communicated.  The  fewer  limitations  on  time-binding  the 
higher  is  the  culture,  what  Rappaport  calls  "a  culture  studying  culture :  So,  it  is 
incorrect  to  say  that  the  scientific  outlook  is  simply  a  by-product  of  a  particular 
culture.  It  is  rather  the  essence  of  a  culture  which  has  not  yet  been  established — 
a  culture-studying  culture."  (19) 

Ironically,  the  anthropologists  who  often  are  most  emphatic  in  stating  that 
no  noncultural  standards  of  evaluation  exist,  are  among  the  most  active  builders 
of  this  new  culture-studying  culture,  whose  standards  transcend  those  of  the  cul- 
tures which  the  anthropologists  study  and  thus  give  them  an  opportunity  to 
emancipate  themselves  from  the  limitations  of  the  local  standards  .  .  .  the 
moral  attitudes  contained  in  ordinary  "unconscious"  cultures.  They  are  a  result 
of  a  "freer  choice"  because  they  involve  a  deeper  insight  into  the  consequence  of 
the  choice. 
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Thus,  while  the  semantic  approach  may  not  be  able  to  make  any  actual 
changes,  it  may  be  instrumental  in  alleviating  the  fate  of  the  aged  person  through 
better  understanding. 

Health  versus  Illness,  Physical  and  Mental. — The  people  of  the  United  States 
of  America  are  not  only  youth-conscious  but  they  are  also  health-crazy.  The 
number  of  pills  that  the  average  American  takes  to  relieve  all  kinds  of  real  and 
imaginary  sufferings  probably  goes  in  the  dozens  at  any  one  time.  Needless  to 
say,  many  of  these  are  cancelling  each  other  out.  Further  evidence  for  the 
emphasis  on  youth  and  health,  we  find  in  American  billboards  or  advertisement 
or  in  pages  of  magazines;  until  recently  the  cigarette  ads  projected  a  picture 
of  young  and  healthy -looking  giants;  and  only  in  rare  instances  have  words 
like  mellow  in  ads  such  as  whiskey  found  their  way  into  the  advertising  pages. 

It  is,  therefore,  clearly  impractical  if  not  detrimental  to  indicate  such  agen- 
cies as  the  Division  of  Old  Age  and  Chronic  Disease  linking  the  minus  quality 
of  illness  with  aging.  (20) 

Because  disease  in  American  culture  is  something  to  be  shied  away  from  and 
to  be  combatted  at  all  force  at  our  command.  Diseases  and  illness  are  not  to  be 
considered  normal  part  of  human  life,  but  an  unnatural  extravagance,  in  fact, 
something  sinful. 

It  is  a  characteristic,  particularly  in  our  society,  that  we  do  not  wish  to  lose 
control  and  it  is  precisely  the  loss  of  control  both  over  self  and  over  nature  that 
is  associated  with  old  age  and  thus  condemned.  For  instance,  sphincter  control 
is  highly  regarded  as  a  sign  of  maturation  in  the  child.  Losing  of  this  control 
which  happens  frequently  in  old  age  is  regarded  as  particularly  disgusting. 
Nurses  who  work  with  bed  patients  after  operations,  for  instance,  who  emit 
blood  or  pus  will  not  complain  as  much  as  the  geriatric  nurse  will  complain 
about  bed-soiling  patients  (personal  observation  and  interview.) 

There  is  hardly  a  single  "typical"  old  age  disease  except  dementia  senilis 
(personal  comment  by  Prof.  Walther  Riese,  M.D.)  All  other  illnesses  and  diseases, 
chronic  or  acute,  can  happen  and  do  happen  to  people  in  any  age  group  and  the 
very  fact  that  somebody  becomes  very  old,  let  us  say,  with  heart  diseases,  indi- 
cates that  chronicity  of  disease  is  an  independent  variable  of  age. 

"The  mental  disorders  of  old  age  must  not,  however,  be  thought  of  as  repre- 
senting a  steady  or  inevitable  decline  in  the  organism.  While  it  is  true  that  many 
older  patients  go  to  the  mental  hospital  to  die  there,  a  substantial  number  may  be 
able  to  function  with  fair  adequacy  in  a  somewhat  sheltered  environment  where 
they  feel  they  have  a  secure  place  and  some  degree  of  usefulness."  (21) 

We  have  found  in  Virginia,  however,  that  hospitalization  in  mental  hospitals 
is  not  infrequently — at  one  time  there  were  reportedly  six-thousand  patients ! — 
the  consequence  of  lacking  housing  facilities  for  the  elderly.  Physicians  and 
patients  cooperated  frequently  with  relatives  in  bringing  the  elderly  under  one 
roof,  albeit  a  state  hospital's. 

In  an  article  in  the  New  York  State  Journal  of  Medicine,  Dr.  Harris  stresses 
that  "The  senior  cardiac  patient  has  more  to  fear  from  sedation,  social  segre- 
gation, and  senility,  than  from  cardiac  disease.  Social  intercourse  and  participa- 
tion often  benefit  him  more  than  digitalis.  What  the  senior  cardiac  person  must 
avoid  is  not  activity  and  walking,  but  sudden  emotional  and  physical  stress,  which, 
like  the  proverbial  straw,  break  his  cardiac  compensation  and  cast  him  into  acute 
failure."  (22) 

It  seems  to  be  even  more  true  in  the  study  of  psychogenic  disease  in  later  life. 
Dr.  Burnell,  reporting  a  study  of  fifty-two  psychiatric  patients  over  sixty  years, 
states  that  "what  determines  the  appearance  of  depressive  or  paranoid  symp- 
tomotology  rests  on  how  the  individual  copes  with  his  frustrations  and  social 
stresses."  "With  the  advent  of  old  age,"  he  explained,  "previous  defensive 
mechanisms — such  as  sublimation,  compensation,  denial,  displacement,  and  act- 
ing out  may  no  longer  serve  the  individual."  (23) 

Dr.  Kurt  Wolff  in  a  recent  statement  finds  that,  "Elderly  people  are  not 
amenable  to  psychotherapy  because  of  the  inflexibility  of  character  and  memory 
defects."  Moreover,  "the  elderly  physician  may  identify  with  aged  patients  and 
become  depressed  himself.  Some  physicians  are  hostile  to  the  older  patients 
because  they  themselves  are  deeply  in  an  unresolved  oedipus  complex.  The 
doctor's  attitude  toward  old  age  and  death  may  constitute  a  barrier." 

However,  Dr.  Wolff  emphasized  a  multidisciplinary  approach,  as  do  we.  "Ac- 
cording to  my  own  experience,  retirement  is  the  most  frequent  precipitating 
factor  of  emotional  upsets  which  lead  to  the  hospitalizaton  of  elderly  poeple. 
Retirement  often  causes  a  severe  loss  of  self-esteem.  To  lose  one's  goal  in  life 
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means,  for  many  old  persons,  the  end  of  all  their  hopes.  They  are  really  'lost' 
in  the  true  sense  of  the  word." 

They  often  want  to  die  believing  they  have  nothing  to  live  for.  They  long  for 
cessation  of  their  physical  and  mental  preoccupations.  But  when  they  feel  the 
hour  of  death  to  be  near,  they  become  disturbed  and  afraid.  They  cling  to  others 
and  want  them  to  be  near  at  all  times.  They  especially  fear  the  dark,  request 
that  the  light  be  kept  on  all  night  They  may  turn  to  religion,  because  it  gives 
them  emotional  support" 

Dr.  Wolff  uses,  in  addition  to  tranquilizers,  both  anti-depressive  and  exhil- 
arating drugs.  He  recommends  music  and  dance  therapy  as  well  as  recreational 
activities,  such  as  stamp  collecting,  to  decrease  hostility  and  tension.  He  has 
suggested  also  a  frame  of  work  assignments  for  patients  who  need,  a  goal  and 
educational  therapy  such  as  learning  of  a  foreign  language  or  reading  and 
discussing  books  and  magazines.  All  these  activities  must  be  combined  with 
physical  therapy  to  create  a  comprehensive  program.  (24) 

Finally,  Dr.  Matchar  reports  on  the  coordinated  program  for  the  aged  in 
Baltimore  Aging  Center  "Its  purpose  was  to  determine  through  actual  services 
the  medical  needs  of  geriatric  patients  and  the  most  suitable  means  of  keeping 
them  functioning  in  the  community  at  the  highest  possible  level."  (my  italics). 
(25)  Again,  group  sessions  give  patients  an  opportunity  to  verbalize  anxiety's 
fears  and  hostilities  and  to  find  companionship  and  understanding  in  a  medical 
setting.  Patients  who  have  isolated  themselves  socially  because  of  physical  or 
emotional  problems  are  visited  weekly.  In  this  way,  the  hospital  attempts  to 
break  down  the  barrier  which  the  recluse  has  erected  around  him,  and  in  that 
way  it  may  be  hoped  that  the  elderly  still  can  make  a  contribution  to  the  com- 
munity and  therewith  to  his  own  well-being. 

Work,  Post  Employment  versus  Retirement. — Not  only  health,  but  work  also  is 
one  of  the  basic  conditioners  of  American  life.  With  the  work  goes  the  status 
which  belongs  to  the  particular  occupation  or  profession.  Studies  have  been 
made  showing  that  from  the  Supreme  Court  Justice,  probably  the  highest  oc- 
cupational status,  all  the  way  down  to  the  common  day  laborer,  who  probably 
is  the  lowest,  status  is  not  necessarily  dependent  on  income  and,  in  fact,  it  has 
become  less  so  within  the  last  fifteen  years. 

Income  deprivation  is  customary  in  the  United  States  for  many,  if  not  most 
older  persons  who  have  to  live  on  fixed  income,  retirement,  pensions,  social  se- 
curity, or  any  other  form  of  amortized  equity.  The  American  folklore  prefers  to 
think  that  man  should  have  made  provisions  for  his  old  age  and  for  that  of  his 
immediate  family  during  his  working  years.  He  should  have  been  able  to  amass 
enough  capital  as  to  enable  him  to  live  with  only  a  slight  reduction  in  income 
conservatively  seen  as  20  per  cent.  He  should  not  "need"  as  much  clothing ;  he 
should  not  "need"  as  much  cultural  entertainment  and  commercialized  recrea- 
tion as  heretofore.  (26) 

Unfortunately,  this  is  an  unrealistic  view.  With  very  few  exceptions,  retire- 
ment, pensions,  and  even  more  so,  Social  Security,  mean  a  drop  of  60  to  80 
per  cent  from  working  income. 

With  regard  to  work,  a  special  semantic  suggestion  should  be  made.  Because 
of  the  need  for  more  and  more  education,  the  age  of  employment,  which  only 
lpO  years  ago  may  have  started  chronologically  with  ten  or  twelve  for  the 
boys  and  twelve  or  fourteen  for  the  girls;  (in  other  words,  immediately  after 
the  period  of  puberty.)  has  been  pushed  up  for  a  very  large  percentage  of  the 
population  to  22  or  25.  Rare  indeed  is  the  person  who  can  start  life  at  an  age 
of  20  with  economic  maturity  rivaling  biological  maturity ;  in  fact,  it  may  be 
said  parenthetically  that  the  great  teenage  revolution  of  today  is  based  essen- 
tially on  the  cleavage  between  biologic  and  economic  maturity. 

Thus,  our  proposal  would  be  to  refer  to  the  period  until  employment  begins 
as  the  pre-employment  period;  then  a  period  of  full  employment  followed  by  a 
period  of  post-employment  rather  than  retirement. 

Moreover,  more  and  more  of  these  years  are  going  to  be  pushed  ahead.  Women's 
employment  period  then  may  end  as  early  as  45;  for  men  it  may  be  as  early 
as  55.  Thus,  our  working-life  span  would  cover  only  about  30  years  in  which 
the  individual  must  accumulate  enough  capital  on  equities  to  pay  for  the 
education  of  his  children  and  his  own  old  age,  in  addition  to  making  a  living 
for  himself  and  his  family:  Under  present  conditions  an  almost  impossible 
task.  (27) 

This  is  a  very  unfortunate  coincidence  and  politicians  in  particular  visualize 
almost  vindictively  that  the  younger  person  has  to  carry  both  the  preceding 
and  the  following  generalization  on  his  back.  Such  comments,  while  obviously 
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unfair  because  they  could  not  take  into  account  the  values  that  the  employed 
have  received  from,  their  forefathers,  are  still  almost  the  rule,  particularly 
where  health  and  illness  are  concerned. 

Free  Time  versus  Leisure  Time. — The  fact  that  Social  Security  and  the  pen- 
sions of  the  unions  have  created  what  has  been  called  "a  new  leisure"  (28)  has, 
of  course,  not  been  overlooked  by  sociologists,  but  semantically,  I  would  prefer 
to  return  to  the  concept  of  the  New  York  Department  of  Welfare  in  substitut- 
ing "free  time,"  as  having  less  un-American  connotations.  (29) 

Free  time,  however,  implies  that  the  person  knows  very  well  what  to  do  with 
his  time,  and  together  with  our  suggestions  to  use  post-employment  instead  of 
retirement,  the  elderly  instead  of  senior  citizens,  and  divorce  old  age  from  the 
concept  of  chronic  disease  there  may  be  real  advantage  in  generally  letting  the 
word  leisure  fall  in  dis-use,  thus  emphasizing  the  positive  character  of  aging. 
(30) 

This  positive  character  cannot  be  overstressed  semantically.  Society  must  make 
a  deliberate  effort  by  the  way  it  speaks  about  aging  to  change  the  way  it  acts. 
To  exemplify :  a  depressed  person,  when  asked  to  stretch  and  might  give  the 
appearance  of  a  person  feeling  well.  Contrariwise,  the  person  who  would  assume 
a  slouched  position  will,  before  long,  acquire  the  depressed  state  of  mind  which 
goes  with  its  outward  manifestations.  Freeman  states  "Better  postured  in- 
dividuals probably  have  fewer  defects,  enjoy  better  health,  and  live  longer 
than  those  with  a  seriously  distorted  skeleton.  Postural  aging  is  attended  by 
new  anatomic  zonings  and  accommodating  physiological  states  which  can  attain 
a  pathological  status  reflected  in  new  blood  and  tissue  chemical  constants."  (31) 

Obviously,  the  well-known  Fechnerian  principle  of  psycho-physical  parallelism 
applies. 

What  is  true  for  the  physical  stance  is  even  more  true  for  the  psychological 
attitude.  Says  Christenson :  "The  meaning,  the  expression,  the  relation  between 
these  are  two  kinds  of  'things,'  "  and  "To  have  meaning  is  to  be  capable  of  being 
true."  "Furthermore,  it  seems  that  to  take  meanings  as  private  ideas  will  have 
grave  epistemological  consequences  among  which  we  shall  point  out  only  one, 
a  rather  well-known  one  to  be  sure,  (viz.)  the  view  of  verification  that  neces- 
sarily follows.  In  the  meaning  of  a  statement  that  is  to  be  verified  is  a  private 
mental  idea,  verification  must  consist  in  an  inspection  of  this  idea  in  order 
to  see  if  it  corresponds  to  reality.  But  if  it  is  assumed  that  meanings  are  pri- 
vate, it  is  probably  also  taken  for  granted  that  we  know  reality  only  indirectly 
by  inference  from  private  sense  images.  So  what  we  match  the  primate  meaning 
with,  when,  for  instance,  we  go  and  look  ourselves  to  see  if  something  we  have 
just  learned  is  true  is  not  reality  itself,  but  simply  a  new  idea.  We  compare  idea 
with  ideas  or  perhaps  concepts  with  concepts. 

For  many  reasons  it  would  be  well  to  be  able  to  break  this  circle,  or  rather 
to  show  that  it  rests  on  a  basic  mistake.  We  have  to  have  contributed  here,  by 
showing  one  particular  respect  which  evidently  is  a  mistake.  For  what  we  might 
have  demonstrated  how  meanings  are,  in  a  simple  way,  public  or  objective  en- 
tities with  no  trace  of  privacy.  Since  this  is  done  without  assuming  that  a  pri- 
vate mental  life  is  a  myth,  it  counts  independently  in  favor  of  rejecting  this 
myth.  If  we  have  no  need  of  ghostly  duplicate  philosophy,  we  do  need  them." 
(32) 

Specific  problems  ask  for  specific  solutions.  Neither  sociologists  nor  social  work- 
ers should  forget  this  simple  rule.  Moreover :  aging  as  such  is  not  a  proMem: 
man  is.  "Man.  in  his  full  historic  dimensions,  encloses  the  primitive  and  the 
sophisticated,  the  infantile  and  the  mature ;  he  takes  into  himself  times  past  and 
times  to  come,  places  near  and  places  distant,  the  seen  and  the  unseen,  the  actual 
and  the  possible.  (33) 

Truly  social  gerontology  will,  by  necessity,  consider  that  "the  mass  media, 
like  other  forms  of  technological  innovation,  bring  about  new  polarizations  in 
society  and  between  societies.  The  readers  and  the  non-readers,  the  listeners 
and  the  non-listeners,  may  belong  to  the  same  economic  and  social  groupings,  yet 
they  have  different  values,  different  tastes,  different  turns  of  mind."  (34) 

In  brief,  what  we  are  concerned  with,  is  to  set  the  elderly  free — according  to 
La  Bruyere  who  said :  "Liberty  is  not  idleness :  it  is  the  use  of  free  time ;  the 
choosing  of  word  and  exercise.  To  be  free,  in  short  is  not  to  do  nothing ;  it  is 
to  be  the  sole  arbiter  of  what  one  does  and  does  not  do."  (35) 

Social  deprivation  occurs  when  the  shrinking  of  what  Moreno  calls  the  social 
atom  or  what  Lewin  calls  the  social  field  occurs.  (36) 

What  is  meant  is  the  loss  of  family  and  friendship  of  the  peer-age  group  for 
death  without  the  ability  of  filling  up  the  loss  from  either  younger  or  peer- 
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age  groups.  The  phenomenon  is  well  known  but  its  consequences  are  not  well 
researched.  Moreover,  here  again  semantic  basic  meaning  of  life  and  existence 
will  play  an  ever-increasing  part. 

As  a  sub-part  of  social  deprivation  thus  very  frequently  a  sexual  deprivation 
in  that  the  attractiveness  of  members  of  the  opposite  sex  is  accompanied  by 
derisory  comments  by  children  or  other  relatives  or  less  active  members  of  the 
peer-age  group.  Frequently  the  expression  ''act  your  age''  refers  to  chronological 
rather  than  sociological  or  sexual  age  in  fact  it  may  be  in  direct  contradiction. 

When  older  persons  have  been  asked  to  give  advice,  they  have  also  been  the 
recipient  of  a  great  deal  of  advice  from  younger  persons  particularly  obnoxion-  as 
the  following.  In  our  recent  pilot  effort  in  Grand  Forks  we  paid  some  attention  to 
this  question.  ( See  footnote  14) 

Other  factors  to  be  considered  are :  Changes  in  the  total  picture  from  a  rural 
or.  as  we  prefer  to  call  it,  agrarian  community  to  an  urban  and  industrialized 
society  play  an  important  role.  (37)  the  change  from  the  individual  seeking  out 
or  making  a  living  on  his  own,  to  the  wage  earner  in  a  mass  society ;  the  change 
from  the  individual  three-generation  home  to  the  small  apartment:  and  par- 
ticularly the  change  from  health  unconscious  to  a  very  health-conscious  person 
for  whom  the  miracles  of  medicine  have  secured  an  unheard  of  longevity  play 
important  roles. 

Ai  is  not  A2. — It  will  not  come  as  a  particular  surprise  to  this  forum  to  point 
up  the  fact  that  even  after  the  first  beginning  of  making  social  gerontology 
scientifically  respectable,  we  have  been  looking  at  two  basic  generalizing  ques- 
tions :  Do  the  aged  in  our  society  constitute  a  minority  group?  And  do  they  have  a 
subculture  of  their  own  ? 

Whereas  the  first  question  must  be  answered  in  the  affirmative,  for  reasons  to 
be  discussed  later,  there  may  be  some  real  doubts  raised  as  to  the  correctness  of 
the  latter. 

The  minority  group  aspects  of  the  aged  has  been  noted  by  Milton  L.  Barron  and 
in  spite  of  some  criticism  we  would  be  inclined  to  agree  with  him,  particularly 
in  view  of  the  fact  that  we  assume  a  minority  to  have  only  one  basic  charac- 
teristic, namely — somewhat  similar  to  our  definition  on  age — somebody  becomes 
a  member  of  a  minority  group  by  being  accorded  a  special  minority  status.  This 
may  be  higher  or  lower  than  the  prevailing  status  in  the  society  or  its  segment 
under  scrutiny.  In  other  words,  minority  is  something  fairly  independent  of  the 
person  and  his  feelings  with  regard  to  his  ascribed  status.  (38) 

It  is  not  necessary  that  only  "members  of  an  independently  functioning  sub- 
group" can  be  considered  a  true  minority,  as  Drake  indicates.  (39)  Just  because 
the  elderly  participate  in  the  same  culture  to  a  large  extent  indicates  that  they 
constitute  a  minority,  without  necessarily  adhering  to  a  specific  subculture. 
Minority  status,  for  better  or  for  worse,  is  wholly  independent  from  such 
classifications  as  access  to  residential  areas,  exclusion  from  certain  occupations 
or  professional  and  so  forth.  They  have  nothing  in  common  but  chronological  age  ; 
this  is  sufficient  to  make  them  a  minority  group  according  to  our  characteristics, 
but  not  sufficient  to  create  a  separate  subculture. 

A  recent  headline :  Age  Only  Shared  Concern  of  Most  Elderly — emphasizes 
these  facts  :  "'The  majority  of  the  aged  are  experiencing  declining  income,  declin- 
ing physical  energy  and  concern  about  health  problems,  questions  about  suitable 
housing  arrangements  for  an  uncertain  future,  and  some  sense  of  disappointment 
in  being  less  involved  in  the  business  and  civic  life  which  has  proved  absorbing  in 
the  past. 

"But  although  they  may  at  times  be  drawn  together  by  the  compatibility  of 
similar  personal  problems,  desire  for  a  slower  living  tempo,  or  even  acute  loneli- 
ness, they  remain  individuals  of  different  backgrounds.  Moreover,  they  always 
have  enjoyed  friends  of  different  ages,  and  staying  closely  with  one  age  group 
not  for  companionship  has  obvious  limitations."  (40) 

It  is,  of  course,  a  basic  rule  of  general  semantics — easy  enough  to  set  down 
but  extremely  difficult  to  apply — that  Ax  is  not  A2,  that  one  elderly  person  must 
not  be  confused  with  the  next  one.  We  are  to  bring  this  principle  to  the  attention 
of  as  many  people  as  possible.  Every  teacher  knows  that  students  are  unable  and, 
in  fact,  frequently  unwilling,  to  read  and  listen :  they  are  even  less  willing  and 
able  to  know  and  observe  the  meanings  of  words.  However,  "they  are  full  of 
pat  little  reactions  drilled  into  them  by  advertisers,  propagandists,  teachers,  news- 
papers, parents,  and  preachers,  that  by  the  time  they  get  to  college  half  of  them 
have  already  been  rendered  uneducable.  What  practically  no  one  bothers  to 
tear-h  is  what  words  do  not  mean."  (41) 
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Specifically,  in  the  field  of  aging  few  people  wish  to  think  of  themselves  as 
old,  or  to  be  classified  as  old,  by  society.  The  reasons  for  that  are  obvious,  partly 
because  the  aged  in  our  society  are  not  a  particularly  esteemed  group,  and  partly 
because  the  individual  variations  are  indeed  tremendous. 

Professor  Rose,  in  a  thoughtful  paper  on  The  Subculture  of  Aging,  makes 
several  assumptions  which  deserve  more  comment  than  can  be  made  at  this 
time.  (42)  There  is  no  quarrel  with  his  definition  of  what  constitutes  the  sub- 
culture. There  is,  moreover,  question  as  to  whether  the  establishment  of  the 
subculture  is  in  the  interest  of  the  elderly.  We  should  like  to  underline  his  asser- 
tion that  "By  far,  not  all  persons  past  the  age  of  65  years  participate  in  the 
subculture.  There  are  those  who  retain  their  identifications  and  their  culture 
behavior  patterns  of  middle-aged  persons."  Here  Professor  Rose  seems  to  fall 
into  a  semantic  trap  because  he  has  neither  identified  nor  even  assumed  a  sub- 
culture of  the  middle  age.  I  believe  it  has  been  shown  conclusively  that  chrono- 
logical age  is  a  wholly  unreliable  characteristic  or  yardstick  for  any  evalua- 
tive behavior  pattern.  Peer-age  grouping  appears  to  be  a  rather  mindless  quality 
of  our  culture,  but  there  is  perhaps  something  to  be  said  for  the  study  of  a 
subculture  of  pre-employment.  There  seems  to  be  very  little  to  be  gained  if  a 
subculture  of  post-employment  could  be  established.  For  better  or  for  worse,  the 
subculture  of  pre-employment,  of  teenagers  or  adolescents  is  roofed  over  by  man- 
datory or  at  least  recommended  school  attendance.  No  such  over-roof  can  be 
established  for  the  elderly  unless  one  wishes  to  mandatorily  compress  all  persons 
over  the  age  of  65,  let  us  say,  into  gigantic  hospitals  where  the  subject  matter 
of  dying  is  being  taught  by  gradation  and  degradation. 

The  so-called  subculture  of  the  aged  then  appears  to  me  an  attempt,  albeit  not 
a  deliberate  one,  to  adjust  the  aged  to  their  image  in  a  society  which  does  not 
believe,  despite  heavy  protestations  in  the  individual  dignity  of  its  members  and 
does  not  understand,  some  notable  exceptions  not  withstanding,  the  dynamics 
of  the  group  and  its  promise  for  the  future. 

The  logical  consequence  of  our  efforts  is  that  we  subsume  qualities  under  quan- 
tities as  for  instance,  the  Oummings  do  in  their  theory  of  disengagement.  (43) 
By  experience  we  can  distinguish  at  least  two  groups,  the  one  who  become  more 
rigid  and  ingrown  as  time  goes  on,  and  the  other  who  become  more  open  and 
flexible.  To  my  knowledge,  no  research  has  been  done  as  to  the  relative  strength 
of  these  two  groups  among  persons  of  appropriate  aging,  although  from  personal 
experience  these  seem  to  be  inherited  family  traits. 

However,  what  speaks  most  against  the  fact  of  a  true  subculture  of  aging 
is  the  tacit  assumption  that  the  elderly  of  today  are  going  to  be  the  aged  of 
tomorrow  and  the  next  day.  Nothing  could  be  further  from  the  truth,  because 
there  are  admittedly  psychological,  physiological,  and  sociological  differences 
between  the  groups  who  are  today  65  and  over,  that  is  to  say,  those  who  were  born 
before  World  War  I,  and  the  groups  45  and  over,  who  were  born  in  the  inter- 
war  period,  and  finally  those  25  and  over  who  were  born  during  and  after  the 
last  war. 

For  better  or  for  worse,  the  first  of  this  group  is  still  cushioned  by  the  feelings 
of  security,  independence,  and  self-reliance  of  the  first  World  War. 

Thus,  we  cannot  agree  with  the  venerable  Professor  Burgess,  who  expresses 
his  concern  for  the  autonomy  of  the  aging.  "The  American  way  of  life,  if  it  is  to 
be  preserved  for  both  older  persons  and  all  of  us,  is  not  merely  to  help  older 
persons  but  to  help  them  to  help  themselves."  (44) 

"Every  program  and  project  designed  to  promote  the  welfare  of  older  people, 
particularly  those  originating  in  other  countries,  needs  to  be  thoroughly  scruti- 
nized to  determine  if  it  will  result  in  the  dependency  of  the  aging  or  in  strengthen- 
ing their  independence  and  freedom  of  action." 

"Up  to  the  present  time  nearly  all  programs  in  behalf  of  the  aging  in  the 
United  States  as  well  as  in  Europe  are  the  products  of  the  welfare  mood,  of 
expert  opinion,  and  of  uncritical  adoption,  of  untested  projects.  The  time  has 
come  for  critical  evaluation  of  policies,  programs,  and  projects  and  for  reliance 
on  basic  research  fdr  the  scientific  knowledge  of  the  capacities,  needs  and 
potentialities  of  aging  people." 

We  will  agree,  of  course,  with  Professor  Burgess'  misgivings  of  an  "uncritical 
adoption  of  untested  projects".  However,  the  welfare  mood  that  Professor  Bur- 
gess detects  correctly  is  not  only  "perhaps  inevitable"  but  it  is  wharf  and  woof 
of  the  new  Revolution,  which  started  in  this  country  with  the  New  Deal  and 
which  has  by  now  enmeshed  more  than  two  billion  people. 

The  old  American  virtues  are  part  and  parcel  of  this  involvement ;  the  self- 
help  Professor  Burgess  and  others  wish  to  provide,  will  be  furnished  by  oppor- 
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tunities  to  self-involvement.  This  is  a  painfully  slow  process,  as  the  Latin 
American  Socio-cultural  revolutions  show  only  too  clearly. 

And  again  the  semantic  principle  of  Ai  is  not  A2  must  be  applied.  An  aged 
American  is  not  an  aged  Norwegian  or  Russian  or  Arab  or  Indian,  nor  any  other 
elderly  person.  Moreover,  an  aged  American  of  1965  is  not  an  aged  American  of 
even  1970 ;  "You  cannot  step  into  the  same  river  twice,"  as  Heraklitus  said.  "Not 
even  once." 

Confident  of  the  value  of  our  overall  principle  that  to  involve  a  broad  stratum  of 
society  into  the  research  process  is  already  helpful  in  the  growth  and  change  of 
that  grouping,  we  would  propose,  therefore,  application  of  a  cross-sectional 
depth  and  survey  questionnaires  through  which  the  various  age  groups  are  made 
aware  of  their  attitudinal  differences  with  respect  to  the  aging  process.  Naturally, 
aging  cannot  and  should  not  be  considered  a  problem  by  any  standard.  (45) 

The  much-quoted  self-reliance  of  the  aged  which  occasionally  appears  as 
rigidity  and  inflexibility,  yea  even  as  stubbornness  in  gerontological  literature 
will  not  disappear  if  the  minimum  needs  of  life  in  our  society  have  been  met. 
This  means  the  establishment  of  institutions  for  the  immediate  satisfaction  of 
basic  needs ;  hunger,  shelter,  and  freedom  from  the  fear  of  death  as  much  as 
possible.  After  their  elimination,  the  autonomy  of  both  the  elderly  and  young 
ones  alike  will  adjust  automatically  to  the  central  values  of  the  society  in  which 
they  live.  These  central  values  must  be  reconstructed  along  the  lines  of  yore, 
regardless  of  the  concepts  in  which  they  are  dressed. 

Footnotes  and  Documentation 

(1)  Books,  articles,  and  materials  used  are  to  be  found  alphabetically  listed 
by  author  or  distributing  agency  in  the  last  section  of  this  paper.  They  will  be 
referred  to  by  name,  date  and  ( # )  if  and  when  appropriate. 

Specifically  for  general  reference,  see  Handbook  of  Aging,  1959,  (#43)  ;  and 
Handbook  of  Social  Gerontology,  1961,  (#44)  ;  as  well  as  Aging  in  the  Modern 
World.  1963,  (#88)  ;  also  Bourne,  1961,  (#16)  ;  Burch,  1963,  (#21)  ;  Korenchev- 
sky,  1961,  (#58)  ;  Nuffield  Foundation,  1946,  (#86)  ;  Williams,  1963,  (#122)  ; 
Wolff,  1959,  (#125). 

Even  the  trailblazing  book  by  Pollak  tries  to  adjust  the  elderly  rather  than 
society.  See  Pollak,  1948,  ( #95) ,  as  well  as  Cavan,  1949,  ( #27) . 

( 2 )  Gerard,  1959  ( #42 ) ,  p.  265  ff . 

(3)  See  Siegel  and  others,  1964  (  #107). 

All  available  statistics  indicate  clearly  that  at  the  beginning  of  the  new  mil- 
lenium  the  United  States  will  have  a  population  of  more  than  250  million  in- 
habitants of  which  at  least  12  per  cent  and  perhaps  15  per  cent  will  be  over  the 
age  of  65.  Such  prospect  threatens  the  average  person  who  is  beset  by  a  large 
number  of  ambivalent  notions  and  emotions  about  age  and  aging. 

The  Census  Bureau  estimates  that  a  number  of  persons  65  years  and  over  will 
increase  7.4  million  or  42  per  cent  in  the  22-year  period  after  1963.  An  11.4  per 
cent  gain  during  the  remainder  of  this  decade  will  bring  the  population  65  and 
over  to  19.6  million  in  1970.  Not  until  after  1985  will  the  decline  of  numbers  of 
births  during  the  1920's  and  1930' s  effect  the  size  of  this  group. 

"The  growth  rate  for  the  older  portion  of  this  range  (75  years  and  over)  will 
be  much  larger  than  for  the  younger  portion  (65  to  74  years)  between  1963  and 
1965.  The  65-  to  74-year  group  will  increase  about  38  per  cent,  and  the  75-and-over 
group,  by  about  51  per  cent  during  this  period."  (p.  7) 

Moreover,  the  projection  shows  sharp  declines  in  the  proportion  of  males  at 
the  older  ages  of  future  years.  In  1963  there  were  an  estimated  92.8  males  per 
100  females ;  by  1985,  the  ratio  is  expected  to  fall  to  86.5  males  to  100  females. 
The  drop  in  the  ratio  is  even  sharper  for  the  group  65  to  74  years,  from  83.3  to 
75.5  males  per  100  females.  "Derived  from  survival  rates  obtained  by  linear  inter- 
polation between  current  survival  rates  for  1960  and  the  survival  rates  projected 
by  the  Social  Security  Administration  for  2000,"  and  assuming  rapidly  declining 
mortality  the  life  expectancy  figures  are  as  follows  : 


Year  or  period  Both  sexes  Male  Female 


1964 to  1965                               .       70.5  67.3  73.4 

1974  to  1975  "...    "   72.0  69.0  75.0 

1984  to  1985..   73.6  70.8  76.7 

1999to2000  .   76.2  73.8  78.7 
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By  1985  the  total  population  is  expected  to  reach  anywhere  from  248  to  276 
million  depending  upon  the  series  used ;  however,  in  the  year  2000  the  span  will 
be  from  291  to  362  million  and  in  2010  from  322  million  to  438  million. 

Of  these  the  elderly  persons  between  65  and  74  years  will  be  nearly  16  million 
in  1985 ;  from  75  to  84  years  nearly  7%  million ;  and  those  85  years  and  older 
almost  2  million.  Thus,  whereas  by  1965  the  total  of  persons  65  years  and  over  is 
estimated  in  the  neighborhood  of  18%  million ;  it  will  be  in  1985  in  the  neighbor- 
hood of  27  million  or  roughly  10  per  cent  or  more.  However,  the  absolute  figures 
for  economic  and  political  reasons  will  have  an  even  greater  impact  than  today. 

The  net  per  cent  change  during  the  year  will  be  1.57  1965-66  increasing  slowly 
to  1.81  during  1972-73,  increasing  again  to  1.90  during  1976-77  and  remaining 
steady  from  1978  to  1983  at  1.92.  then  declining  in  the  following  years  to  1.91. 
Relevant  statistics  in  Hansen,  1962,  (#45),  and  the  Publication  of  the  U.S. 
Census,  (#112).  (#113),  (#114). 

In  view  of  these  ngures  it  is  quite  obvious  that  outlets  for  gratification,  per- 
sonal and  social,  must  be  found  by  society  to  utilize  this  important  part  of 
accumulated  cultural  life  experience. 

For  some  detailed  midwest  studies  of,  see  North  Dakota,  (#84  &  #85), 
Life  After  60  in  Iowa,  1960,  (#67),  the  publication  program  of  the  Midwest 
Council  for  Social  Research  in  Aging,  and  other  state  and  regional  compilations. 

(4)  See  specifically,  Action  for  Older  Americans,  1964,  (#1),  for  impressive 
array  of  laws  passed  in  1964,  also  Aging  in  the  States,  1961,  (#3),  and  Aging 
Around  the  World,  1962,  ( #2) . 

(5)  (#117)  In  this  report  the  Senate  makes  the  following  recommendations 
inter  alia:  "Pre-market  testing  of  therapeutic  diagnostic  and  prothetic  devices 
should  be  required  at  a  federal  level,"  also,  "a  federal  anti-quackery  bureau 
should  be  established  at  the  earliest  possible  date,"  and  so  on  down  the  line 
trying  to  prevent  mail  order  fraud  by  discouraging  sale  of  spectacles,  dentures, 
health  insurance,  and  land. 

It  further  recommends  "federal  sanctions  against  the  use  of  any  instrumentali- 
ties of  interstate  or  foreign  commerce,  by  any  insurance  company  or  agent  to 
sell  or  advertise  for  sale  health  insurance  where  such  sales  and  advertising  would 
be  in  violation  of  the  regular  doristatutes  of  the  state  in  which  the  sale  or  adver- 
tisement is  made."  The  committee  also  recommends  greater  vigilance  with  regard 
to  "pre-need  burial  service"  as  well  as  "suggestions  for  coordinating  and  improv- 
ing relationships  between  the  federal  and  state  governments  in  regulation  of 
foods,  drugs,  and  therapeutic  devices." 

Moreover,  it  is  common  knowledge  that  exploitation  of  the  provisions  of  the 
Kerr-Mills  Bill  has  bankrupted  the  program  in  West  Virginia — where  it  would 
have  been  vital — so  that  the  benefits  had  to  be  reduced  drastically.  It  is  also 
common  knowledge  that  Blue  Cross-Blue  Shield  hovers  at  the  abyss  of  bank- 
ruptcy, again  by  an  exploitative  combination  of  ohysicians  and  hospital  adminis- 
trators. Little  need  be  said  about  the  more  or  less  ethical  drug  companies  and 
their  claims.  The  very  essence  of  geriatric  care  is  being  perverted  into  a  tre- 
mendous panacea  for  the  greedy  and  unscrupulous  professionals  and  business- 
men. Possibly  little  can  be  done  by  semantics  in  order  to  alleviate  these  ills, 
however,  it  seems  necessary  to  remedy  the  situation.  What  is  being  said  later 
about  A  1  not  being  A  2  applies  here  also,  of  course. 

(6)  See  Mering  &  Weniger,  1959,  ( #74),  p.  280. 

(7)  For  a  comparative  view  of  sociological  thinking  see  Queen  &  Mann,  1925, 
( #99) ,  and  Clausen  and  others,  1961,  ( #30) . 

(8)  Olmstead,  1962,  ( #92) ,  pp.  29-36. 

"In  the  first  place  aging  is  not  a  disease  process.  It  is  not  a  disease  process  any 
more  than  pregnancy  is  a  disease  process,  nor  any  more  than  adolescence  or 
childhood  are  disease  processes.  It  is  not  a  disease  like  cancer  or  a  heart  attack. 
And  it  follows  that  elderly  does  not  mean  being  diseased.  Aging  and  death  are  as 
important  biologically  as  parturition  and  birth.  In  fact,  one  follows  logically 
from  the  other." 

In  the  same  article  Dr.  Olmstead  stresses  the  difference  between  anticipated 
and  senescent  death  rate,  thusly,  "disease  and  accidents  prevent  us  from  living 
out  our  normal  life  span."  Biologically  we  may  reach  any  age  of  something 
around  100  years,  but  actually,  of  course,  our  life  expectancy  is  now  as  high  as 
76  years,  whereas  the  same  life  expectancy  for  most  of  Latin-America,  for 
instance,  is  as  low  as  45.  Obviously  that  does  not  mean  that  there  are  not  very 
old  Indians,  for  instance,  living  a  quiet,  healthy,  and  germ -free  life  in  the  Andes, 
but  eventually  dying  of  senescence ;  but  the  large  number  of  accident  and  disease- 
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ridden  population  m  the  large  Latin-American  cities  contributes  negatively  to 
the  anticipated  rate. 

See  also  Dolce  and  others,  1963,  (#34),  Butler,  1963,  (#26),  and  Bortz,  1962, 
( #15) ,  as  well  as  King,  1962,  ( #55) . 

(9)  See  Simmons,  1945,  (#108). 

"In  all  known  societies,  even  quite  poor  ones,  provisions  are  made  for  the  feed- 
ing and  care  of  aged  relatives.  In  summary  then,  individuals  everywhere  seem  to 
have  become  progressively  dependent  upon  others  for  their  food  with  the  onset 
of  old  age.  The  assurance  of  food  from  a  group  or  communal  source  has  not  en- 
tirely been  lacking  in  the  simplest  known  societies.  In  fact,  it  appears  that  cus- 
toms of  sharing  food  with  the  aged  have  been  strongest  in  very  harsh  and  difficult 
environments,  when  the  food  supply  has  been  less  constant,  and  where  types  of 
maintenance  have  been  less  well  developed,  as  among  collectors,  fishers,  and 
hunters.  With  advance  to  herding  and  agriculture,  and  the  development  of  cul- 
tural traits  characteristics  of  'higher'  civilization,  such  as  grain  supplies,  prop- 
erty, trade,  debt-relations,  and  slavery,  support  of  the  aged  through  communal 
sharing  of  food  appears  to  have  declined  in  importance  or  to  have  taken  on 
features  morp  characteristic  of  'organized  charity.'  " 

Actually,  the  arrangements  differ  somewhat  for  men  and  women.  "Considerable 
prestige  has  been  accorded  to  the  aged  in  primitive  societies,  but  only  under 
culturally  determined  circumstances  and  for  a  limited  age  period  which  rarely 
extended  into  decrepitude.  Sexual  differences  have  been  significant.  The  more 
favorable  cultural  milieu  for  aged  men  has  been  found  within  a  patriarchial  type 
of  family  organization ;  where  herding  or  agriculture  has  been  the  chief  means  oi 
maintenance ;  where  there  have  been  more  or  less  permanent  residence,  a  con- 
stance  food  supply,  and  a  well-regulated  political  system;  and  where  property 
rights  in  land,  crops,  herds,  goods,  and  even  women  have  been  deeply  entrenched. 
Aged  women  seem  to  have  gained  relatively  more  prestige  in  similar  societies 
characterized  by  collection,  hunting,  and  fishing ;  and  particularly  in  matriarchial 
forms  of  family  organization.  Their  position  also  seems  to  have  been  better  among 
farmers  than  herders.  Aged  men  have  been  able  to  achieve  considerable  prestige 
even  under  circumstances  normally  conducive  to  elevating  the  rights  of  women ; 
but  old  women  have  often  been  at  a  very  great  disadvantage  where  cultural 
factors  have  been  weighted  in  favor  of  aged  men.  Where  ever  aged  women  have 
been  respected,  old  men  have  rarely  been  without  honor ;  but  prestige  for  aged 
men  has  offered  no  assurance  of  the  same  status  for  women.  If  either  sex  has 
lost  respect  in  old  age,  it  has  been  more  likely  to  be  the  women  than  the  man." 

Gerontophobic  well-developed  gradations  and  degradations  exist  in  our  society, 
however.  We  need  only  to  contemplate  television  and  press  advertisements, 
novels,  and  mass  media  of  every  kind  of  description  to  see  that  age  per  se  is  not 
only  not  esteemed,  but  in  fact  denigrated. 

As  a  rather  crucial  illustration,  we  may  refer  to  a  recent  performance  of  an 
educationalist  clown  on  a  television  program  that  has  a  high  rating  and  is 
listened  to  by  approximately  16  million  people.  Not  as  part  of  his  act,  but  in  fact 
his  whole  patter  was  devoted  to  stories  and  made-up  letters  of  senior  citizens 
as  he  puckishly  called  them,  showing  disregard,  disrespect,  and  incredible 
tastelessness.  On  the  order  of  "If  I  could  only  walk,  I  would  run  away,"  hilarity 
of  the  audience.  From  la  letter  "Dear  Benny :  Last  night's  lecture  on  sex  educa- 
tion came  too  late."  Again,  the  predictable  laughter,  so  the  clown  starts  over 
saying  "I  knew  that,  but  that's  not  the  punch  line  at  all,"  and  reads  again  :  "Dear 
Benny :  Last  night's  lecture  on  sex  education  came  too  late,  because  tomorrow 
I  am  going  home." 

(10)  See  Christ,  (#28). 

(11)  See  among  others  ;  Mering  &  Weniger,  1959,  ( #74) ,  p.  280. 

On  the  one  hand,  aging  is  considered  a  blessing.  The  aged  person  is  looked  up 
to  and  venerated  as  the  professor  of  superior  wisdom  and  life  experience. 

On  the  other  hand,  aging  is  being  considered  a  curse.  The  aged  person  is  an 
old  nuisance,  and  he  is  to  be  thrown  into  the  abyss,  (as  shown  in  a  recent 
Japanese  picture),  killed  outright  or  disposed  of  in  some  way  useful  to  society. 

A  person  is  "old"  or,  better  perhaps,  "aging"  when  he  is  so  regarded  and 
treated  by  his  contempories  and  by  the  younger  generation  and  when  he  himself 
has  read  the  culturally  recognized  individual  and  social  signs  symbolic  of 
membership  in  the  generation  of  elders.  The  only  matter  of  individual  choice  open 
to  the  old  person  has  to  do  with  whether  he  wishes  to  accept  or  postpone  belief 
in  his  new  identity  and  act  accordingly. 
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It  is  not  infrequent  in  these  parts  that  old  people  are  referred  to  as  vegetable 
if,  they  have  lost  mastery  over  parts  of  their  body ;  thus,  from  the  viewpoint 
of  the  social  semanticist,  the  very  fact  of  maintaining  old  age  puts  both  the 
person  speaking  and  the  person  addressed  out  on  different  levels.  Very  infre- 
quently will  an  older  person  refer  to  himself  as  old.  Occasionally,  and  with 
pseudo- jocularity,  somebody  might  refer  to  himself  as  "ancient."  In  order  to 
spare  the  feelings  of  older  people,  the  word  senior  citizen  has  been  invented, 
but  it  is  very  doubtful  whether  any  of  those  so  named  enjoys  the  connotation. 
Studies  have  been  made  but  remained  inconclusive  as  to  the  best  way  to  address 
a  person  65  or  over. 

Aging  is,  of  course,  a  word  that  serves  as  a  symbolic  common  denominator  for 
men.  For  a  number  of  well-known  historical  reasons,  aging  has  been  juxtaposed 
to  youth  in  the  American  vernacular  because  the  United  States  are  youth- 
conscious.  The  word  aging  without  any  adjective  is  already  receiving  a  minor 
derogatory  connotation. 

"Old"  in  the  American  usage  is  also  connected  with  "used,"  and  only  in  very 
special  and  properly  specified  instances  is  old  a  laudatory  by-word  as  for  in- 
stance— "old  wine  in  new  bottles;"  however,  you  can't  teach  an  old  dog  new 
tricks.  Department  store  owners  are  quite  aware  of  the  horror  that  Americans, 
particularly  adolescents,  express  for  used  furniture,  frequently  even  (antiques, 
used  clothing  destined  only  for  destitutes,  and  even  used  books  unless  they  have 
special  value  as  rarities. 

(12)  See  Bunzel,  1961,  (#19). 

(13)  Comfort,  1964,  (#31). 

Comfort  suggests  that  "Much  modern  research  into  aging  tends  still  to  be 
desultory,  although  the  single  subjects  with  which  it  deals  are  important  in 
themselves.  We  ought  to  try  to  devise  critical  experiments,  and  if  we  destroy 
more  hypotheses  than  we  demonstrate,  this  is  a  subject  which  can  well  stand 
such  treatment  in  contrast  to  the  speculation  which  has  gone  before.  The  most 
desirable  condition  for  progress  in  gerontology  at  the  moment  is  still  that  the 
exact  nature  and  scope  of  the  problems  raised  by  senescence  should  be 
understood.  .  .  ." 

"Senescence,"  he  also  states,  "is  typically  an  undirected  process,"  and  "the 
idea  of  senescence  as  'fated'  or  'destined'  and  of  the  organism,  i.e.  a  positively- 
subsistent  and  ordered  process  of  live-curtailment,  though  it  is  not  always  the 
fruit  of  avowed  vitalism,  has  much  in  common  with  it.  Such  treatment  of  senes- 
cence as  an  evolved  entimity  and  the  idea  that  it  must  have  developed  as  a 
positive  character  has  almost  certainly  gained  plausibility,  like  so  much  else  in 
the  biological  literature  of  old  age,  from  human  preoccupations.  The  geron- 
tologist,  with  the  prolongation  of  human  life  in  mind,  is  interested  in  something 
which  is  not,  as  such,  of  interest  to  the  evolutionary  'demon,'  and  whose  evolution 
is  in  no  sense  comparable  with  the  evolution  of  sight.  Senescence  has  no  func- 
tion— it  is  the  subversion  of  function."  And  further  "The  objective  of  prolonging 
human  life  is  one  which  can  bear  aggressive  restatement  from  gerontologists, 
particularly  at  a  time  when  there  are  scientists  who  seek  ethical  reasons  why 
human  life  ought  not  to  be  prolonged,  at  least  in  communities  of  which  they  are 
not  themselves  members.  Although  it  has  much  fundamental  interest,  we  have 
seen  that  senescence  is  not  biologically  speaking  a  very  satisfactory  entity." 

"Postponement  of  old  age,  like  all  the  other  advances  in  human  control  of 
environment,  must  involve  corresponding  social  adjustments  ;  in  the  prevention  of 
presenile  mortality.  .  .  .  social,  economic,  and  political  factors  clearly  pre- 
dominate already.  But  whatever  problems  might  be  raised  by  future  increases  in 
the  human  specific  age,  in  this  and  other  fields,  medicine  can  afford  to  treat 
protests  based  upon  an  interested  misreading  of  the  biology  of  human  societies 
with  the  contempt  they  deserve,  as  a  compound  of  illiberal  opinions  and  bad 
science.  The  emotional  preoccupation  of  former  workers  with  magical  rejuvena- 
tion did  no  good  to  the  progress  of  science,  but  it  was  at  least  a  humane 
preoccupation. 

The  social  correlates  of  longevity,  which  are  probably  its  most  important  prac- 
tical aspects,  have  been  omitted  altogether  from  consideration  in  this  book. 
It  is  clear  throughout  phylogeny  that  there  is  a  relation  between  survival  into 
the  senile  period  and  the  existence  of  a  social  mode  of  life.  In  some  cases  longevity 
has  evolved  as  a  prerequisite  of  social  organization,  in  others  social  organization 
itself  increases  the  possibility  of  survival  into  old  age,  while  the  social  group 
very  probably  draws  adaptive  benefits  from  the  existence  of  old  individuals.  Both 
these  trends  appear  to  be  at  work  in  social  primates.  The  potential  life-span  in 
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palaeolithic  man  probably  resembled  our  own;  its  realization  has  been  possible 
through  the  development  of  a  complex  social  and  rational  behaviour.  While  there- 
fore it  is  legitimate  to  abstract  the  idea  of  an  evolutionary  programme  in  morpho- 
genetic  or  physiological  terms  when  we  discuss  the  development  and  senescence  of 
an  individual  man  or  a  worker  bee,  in  neither  case  is  this  "programmed"  really 
detachable  from  the  social  programme  which  coexists  with  it,  and  which  plays 
an  equally  important  part  in  the  determination  of  selection  or  survival.  The 
irrelevance  of  discussing  the  biology  of  individual  animals,  even  of  non-social 
species,  divorced  from  their  ecology,  has  long  been  evident.  Prolongation  of  the 
social  activity  and  significance  of  the  individual  human  being  almost  certainly 
leads  to  a  change  in  the  shape  of  the  life-table,  other  things  being  equal.  Con- 
tinuance of  active  work,  retention  of  interests,  of  the  respect  of  our  fellows,  and 
of  a  sense  of  significance  in  the  common  life  of  the  species,  apparently  make  us 
live  longer — loss  of  these  things  makes  us  die  young.  This  is  a  result  we  might 
have  expected,  but  which  we  still  largely  ignore  in  practice.  (272/273) 

It  is  quite  obvious  that  there  are  three  ways  in  which  the  human  life  cycle  can 
be  prolonged:  "Either  by  deformation  and  stretching  or  by  addition,  and  in 
particular  to  prolong  that  part  of  it  which  contains  the  period  of  'adult  vigor'." 
There  may  be  "provision  of  new  developmental  operations;  or  its  movement 
throughout  or  in  part  could  be  slowed  down ;  or  active  life  could  be  maintained 
after  the  expiry  of  the  programme  by  piece-meal  adjustment  of  homoeostatic 
;mechanisms  with  supplements,  medicaments  and  prostheses  of  various  kinds." 
While  the  first  one  of  these  possibilities  looks  most  interesting,  we  have  to  take 
the  word  of  the  biologists  for  it  that  they  do  not  know  enough  of  morphogenosis 
to  interfere.  There  is,  of  course,  the  advance  in  medicine  which  supposedly  does 
increase  the  expected  life-span,  simple  statistics,  however,  show  that  it  is  mainly 
the  drop  of  infant  mortality  which  is  responsible  for  the  actuarial  increase. 

Finally,  it  must  be  recognized  that  "there  remains  the  possibility  that  a 
substantial  change  in  the  specific,  age,  and  in  the  duration  of  healthy  life, 
.might  result  from  one  particular  adjustment."  The  recent  issue  of  W.H.O.  refers 
to  work  being  done  in  Rumania,  and  the  Minneapolis  Tribune  of  March  4,  1965, 
reports  a  133-year  old  Soviet  woman  doing  her  daily  chores. 

It  is  obvious  that  prolongation  of  the  human  life-span  per  se  is  not  necessarily 
an  unmixed  blessing.  Only  if  biologists  would  succeed  in  so-to-speak, 
strengthening  the  human  fiber  rather  than  postponing  death,  could  there  be  real 
progress  to  be  expected. 

Compare  with  this  view,  the  ideas  of  "Somatic  Mutations"  as  expressed  by 
Curtis  and  others  in  Science,  (#33  &  #119).  For  less  controversial  material  see 
also,  Human  Aging,  1963,  (#51),  and  Normal  Psychology  the  Aging  Process, 
1963,  (#83). 

(14)  This  is  not  to  be  understood  in  the  sense  of  Drake,  1958,  (#35),  p.  10, 
but  rather  as  indices.  The  sociologic  age  would  be  determined  by  minus  qualities 
we  might  conceivably  factor:  (a)  income  deprivation  (b)  status  deprivation  and 
(c)  deprivation  of  social  life. 

Income  deprivation  is  customary  in  the  United  States  for  many,  if  not  most 
•older  persons  who  have  to  live  on  fixed  income,  retirement,  pensions,  social 
security,  or  any  other  form  of  amortized  equity.  The  American  folklore  prefers  to 
think  that  man  should  have  made  provisions  for  his  old  age  and  for  that  of  his 
immediate  family  during  his  working  years.  He  should  have  been  able  to  amass 
enough  capital  as  to  enable  him  to  live  with  only  a  slight  reduction  m  income 
conservatively  seen  as  20  per  cent.  He  should  not  "need"  as  much  clothing;  he 
should  not  "need"  as  much  cultural  entertainment  and  commercialized  recreation 
as  heretofore.  A  simple  illustration :  an  associate  professor  at  the  Medical  School 
of  a  large  and  somewhat  famous  state  institution  after  20  years'  service  receives 
in  that  particular  state  a  pension  of  $40  a  month.  His  income  in  the  last  years 
before  was  somewhat  along  the  lines  of  $8,000  per  academic  year  with  an  income 
deprivation  of  94%  !  While  this  may  be  a  very  gruesome  example,  it  is  not  far 
trom  "normal". 

No  less  drastic  is  the  status  deprivation  of  the  older  person.  This  can  be 
seen  in  two  ways.  On  the  one  hand,  because  of  its  severing  his  connection  with 
work,  status  may  drop  almost  to  zero.  Moreover,  with  the  end  of  the  usefulness 
in  business  profession  or  occupation  there  goes  a  two-fold  deprivation :  the 
older  person  is  seen  by  the  outside  world  or  by  his  looking-glass  self  and  he  is 
seen  by  insight  or  introspection. 

The  status  deprivation  of  a  retired  or  unemployed  person  within  his  family 
.-may  also  be  considerable  even  if  no  actual  economic  deprivation  is  extant  at  the 
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same  time.  It  will  have  its  greatest  impact  on  his  spouse  and  their  children 
particularly  if  they  have  shared  or  are  sharing  the  same  household.  The  only 
place  where  status  deprivation  may  not  occur,  might  be  in  politics,  if  namely 
the  lack  of  employment  releases  increased  interest  in  political  affairs  of  the 
community. 

In  a  recently  reported  study  Professor  Lipman,  1964,  (#68),  disputes  the 
theory  of  loss  of  status  through  retirement ;  suggestively  rather  than  definitive. 
However,  his  opinions  are  based  on  a  Miami  study  of  100  retired  males  over 
60  years  of  age.  It  would  appear  that,  such  a  sample  would  carry  some  built-in 
bias  partly  because  of  the  place  and  partly  because  of  the  occupation  and  distri- 
bution which  apparently  does  not  tally  with  general  population  pattern. 

In  our  study  (Bunzel  and  Gare,  1953),  (#20)  we  have  also  found  definite 
differences  between  the  professionals  and  non-professional  retirees,  when  asked 
whether  they  would  like  to  work.  The  male  teachers  did,  as  did  the  female  help, 
the  former  because  of  their  professional  role,  the  latter  because  their  pension 
proved  to  be  insufficient. 

Specifically,  Professor  Lipman's  paper  points  out  correctly  that  "The  subjective 
feeling  of  no  loss  of  prestige,  manifested  by  nearly  all  highly-educated  men, 
may  be  a  reflection  of  true  social  conditions.  Thus,  "The  retention  of  status  may 
be  in  fact  a  compensation  mechanism  for  disengagement  from  the  job  .  .  .  The 
retired  person  can  rest  on  the  underpinnings  of  prestige  (such  as  education  and 
technical  competence)  which  originally  gained  him  by  position  even  after  he  has 
relinquished  his  occupational  role." 

In  our  recent  unpublished  pilot  study  in  Grand  Forks,  North  Dakota  with  a 
group  of  retirees  most  of  whom,  however,  were  on  relief  therefore  naturally 
quite  biased,  showed  twice  as  many  people  not  having  heard  complaints  from 
other  oldsters,  than  those  that  have :  however,  the  question  do  you  think  post- 
employment  could  do  something  to  regain  the  loss  of  respect  again  twice  as  many 
denied  that  possibility.  This  should  not  be  construed  as  being  of  general  signifi- 
cance however;  the  number  involved  is  much  too  small  (29)  and  the  circum- 
stances in  which  they  live  (mainly  rest  homes)  much  too  conducive  to  the 
voicing  of  generally  acceptable  opinions,  nor  was  the  concept  of  respect  defined 
sharply  either  by  Professor  Lipman  or  by  ourselves. 

To  the  question  "what  is  your  relationship  to  younger  people?"  Do  they  treat 
you  with  respect  and  courtesy  22  answered  in  the  affirmative,  only  two  in  the 
negative ;  to  the  question :  Do  they  treat  you  differently  because  of  your  age,  IT 
denied  it,  eight  affirmed  it.  Do  they  give  you  advice? 

As  in  most  samples,  of  course,  women  outnumbered  the  men  two  to  one,  in  our 
study  as  well.  Most  of  these  were  in  residence  homes,  rather  than  in  private 
residence  and  even  if  not  receiving  old  age  assistance  certainly  of  slender  means. 

The  Grand  Forks  sample  consisted  of  29  usable  questionnaires  of  which  & 
were  male  in  residence  homes.  11  females  in  residence  homes,  3  males  living  in 
the  community,  and  9  females  living  in  the  community. 


Male 

Female 

Total 

Living  in  residence  homes.  

Living  in  community..  

  6 

  3 

11 
9 

17 
12 

Total  

  9 

20 

29 

It  is  quite  obvious  that  no  valid  conclusions  can  be  drawn  from  this  kind  of 
sample,  nor  was  it  the  purpose  of  the  study  to  do  so.  In  fact  this  was  a  hypoth- 
esis-seeking study  rather  than  a  hypothesis-testing  one,  and  particularly  the 
facts  and  opinions  from  the  three  elderly  men  living  on  relief  in  the  community 
can  have  not  more  than  symptomatic  significance,  the  more  so,  as  two  of  the 
three  were  more  than  80  years  of  age,  and  one  between  75  and  79. 

For  consideration  of  service  in  a  local  level  see  also  American  Public  Welfare 
Association,  1961.  (  #6),  Burr,  1964,  (#25),  and  Kramer,  1964.  (#59). 

( 15 )  White,  1954,  ( #121 ) ,  p.  252  ff. 

(16)  Hayakawa,  1963,  (#49). 

( 17 )  Kwant,  1960,  ( #61 ) ,  p.  35. 

(18)  Of  particular  interest  in  this  context  may  be  an  analysis  of  a  mail 
questionnaire  which  was  sent  out  to  respondents  who  refused  to  see  interviewers, 
but  who  gave  their  names  and  addresses.  It  was  assumed  that  they  would 

respond  favorably  to  a  questionnaire  which  would  enable  them  to  remain 
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anonymous.  Of  the  thirty-five  persons  to  whom  the  questionnaire  was  sent, 
seventeen  replied,  and  five  answers  were  received  indicating  that  the  person 
was  "too  senile  to  answer."  There  were  four  choices  given:  to  strongly  agree, 
agree,  disagree,  and  strongly  disagree  to  such  statements  as  :  It  is  hard  for  people 
over  50  years  of  age  to  get  jobs.  To  this  statement,  for  instance,  twelve  of  the 
seventeen  agree,  three  of  them  strongly;  and  five  disagree,  and  one  of  them 
strongly.  To  the  statement :  Generally  speaking,  retirement  is  bad  for  a  person, 
11  agreed  and  5  disagreed,  one  did  not  answer. 

Nine  persons  agreed,  three  of  them  strongly;  and  8  persons  disagreed,  two 
of  them  strongly,  with  the  statement :  Nowadays  a  person  has  to  live  pretty  much 
for  today  and  let  tomorrow  take  care  of  itself.  Particularly  noteworthy  was  the 
overwhelming  disagreement  with  the  statement :  Older  persons  are  better  off  if 
they  live  with  their  children.  Seven  disagreed,  four  of  them  strongly,  and  only 
three  agreed. 

Six  persons  disagreed,  four  of  them  strongly ;  and  three  persons  agreed  with 
the  statement :  /  don't  knoiv  what  to  do  with  my  free  time. 

The  questionnaire  also  allowed  for  open-ended  expression  of  the  relative 
advantages  and  disadvantages  of  becoming  older.  Almost  all  of  the  respondents, 
commented  on  at  least  one  advantage ;  namely  "You  get  well  taken  care  of,  like 
being  fed ;  your  clothes  are  washed  for  you,  and  you  need  not  worry  about  the 
bills."  The  disadvantages  cited  were  ''Mind  becomes  feeble  to  see  and  share  of 
things  of  the  past."  "When  you  get  old,  you  can't  take  care  of  yourself."  "It's 
difficult  to  go  around"  also  very  characteristically  "One  has  to  depend  more  on 
other  people's  help  than  one  likes  to."  The  same  person,  however,  lists  as  an 
advantage  "There  is  more  time  to  do  a  few  things  that  one  didn't  have  time  for 
when  his  family  was  growing  up.  There  are  more  conveniences  now  to  avail  ones 
self  of  than  several  years  ago — people  are  kind  and  considerate  to  an  older 
person.  Older  people  will  be  financially  helped  in  cases  where  it  is  needed." 

The  expressiveness  and  literacy  of  these  scrawled  sentences  contrast  strangely 
to  the  taciturnity  of  many  of  the  college  students,  presumably  children  or  grand- 
children of  these  same  persons. 

One  interesting  division  appeared  in  the  answers  to  :  Housewives  whose  chil- 
dren have  grown  up  should  get  a  paying  job  so  as  to  keep  busy.  Ten  persons 
agreed,  and  only  four  disagreed  strongly.  Respondents  to  both  the  mail  question- 
naire and  the  interview  felt  that  life  was  getting  better  rather  than  worse, 
which  contrasts  of  course,  with  the  findings  of  labor  economists  according  to 
which  the  real  income  has  actually  decreased. 

(19)  Rapoport,  1950,  ( #101) ,  pp.  232-233. 

(20,)  For  a  more  detailed  view  at  Federal  Agencies  working  in  the  field  of 
aging,  especially  in  research,  see:  Office  of  Aging,  1964,  (#89  &  90),  Office  of 
Education,  1964.  (#91),  President's  Council  on  Aging.  1963,  (#97)  and  1964. 
(#96),  Health,  Education,  and  Welfare,  1962,  (#116)  and  (#115),  no.  1;  also 
Midwest  Council  for  Social  Research  in  Aging,  November  1961,  June  1964, 
August  1964,  (#79). 

i  21)  Clausen  in  Merton  &  Nisbet,  1961,  ( #30) ,  pp.  127-180. 

He  continues :  "There  is  no  reason  to  believe  that  the  loss  of  social  supports 
and  functions  is  often  a  precursor  to  psychological  deterioration  in  the  older 
person.  In  any  event,  as  was  earlier  suggested,  the  changed  family  setting  of 
an  older  person  has  certainly  increased  the  proportion  who  cannot  be  main- 
tained at  home  if  they  do  manifest  such  deterioration.  The  precise  role  of  social 
factors  in  etiology  will  perhaps  not  be  known  until  we  have  developed  a  number 
of  alternative  patterns  of  social  integration  for  the  aged  and  have  ascertained, 
by  careful  research,  their  influence  on  mental  health. 

•'There  has  been  a  marked  increase  in  the  age-specific  admission  rates  in  the 
older  age  groups.  The  greater  part  of  this  increase  seems  almost  certainly  to  be 
due  to  an  increased  tendency  to  hospitalize  persons,  suffering  from  the  mental 
diseases  of  the  senium.  However,  there  is  a  possibility  that  some  of  the  increase 
may  be  due  to  an  actual  increase  in  the  incidence  of  arteriosclerosis." 

See  also  :  Reichard  and  others,  1962,  ( #102) . 

See  also  :  Rado,  1958,  ( #100) ,  who  says  : 

"At  the  present  state  of  scientific  development,  psychotherapy  has  become 
applied  psychodynamics.  Its  effective  principle  may  be  described  as  the  methodic 
use  of  human  influence." 

'•As  this  sampling  survey  indicates,  in  the  last  analysis,  our  entire  psycho- 
therapeutic armamentarium  derives  from  principles  and  procedures  used  by  par- 
ents in  the  rearing  of  children  since  time  immemorial."  (p.  226) 

(22)  Harris,  1965,  (#47) 
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In  his  article  in  the  New  York  State  Journal  of  Medicine,  Dr.  Harris  stresses 
that  "The  senior  cardiac  patient  has  more  to  fear  from  sedation,  social  segrega- 
tion, and  senility,  than  from  cardiac  disease.  Social  intercourse  and  participa- 
tion often  benefit  him  more  than  digitalis.  What  the  senior  cardiac  person  must 
avoid  is  not  activity  and  walking,  but  sudden  emotional  and  physical  stress, 
which,  like  the  proverbial  straw  break  his  cardiac  compensation  and  cast  him 
into  acute  failure."  Indirectly,  Dr.  Harris  also  counsels  the  semantic  approach  in 
that  he  advises  "manifest  interest  and  concern  for  the  patient,"  assurance  that 
he  has  a  good  chance  to  live  out  his  normal  life  span.  "More  elderly  cardiac  pa- 
tients have  died  from  loss  of  reason  or  will  to  live  than  from  their  heart 
conditions." 

"As  a  rule,  the  senior  cardiac  patient  tolerates  his  disease  and  adjusts  to  it 
better  than  his  younger  counterpart.  His  heart  disease,  like  other  afflictions  of 
old  age,  is  more  benign  and  progresses  slowly.  In  some  way,  most  likely  through 
the  natural  processes  of  selection  and  survival,  the  older  cardiac  patient  turns 
out  to  be  a  tougher  and  hardier  person  who  has  managed  to  weather  the  stresses 
and  strains  of  young  and  middle  age  ...  he  is  psychologically  stronger  than 
the  younger  person,  better  able  to  adapt  emotionally  and  physically  to  his  heart 
limitations." 

(23)  Burnell,  1965,  (#24). 

"They  (the  defense  mechanisms)  fail  because  his  physical  energy,  mobility, 
and  adaption  have  become  restricted.  To  cope  with  frustrations  and  hostile  im- 
pulses, the  aging  person  comes  to  depend  upon  the  more  primitive  mechanisms 
of  introjection  and  projection.  Predominance  of  one  or  the  other  of  these  mech- 
anisms determines  the  appearance  of  either  a  depressive  or  paranoid  symptoma- 
tology in  an  individual  at  any  given  time.  The  patient  may  display  both  mech- 
anisms, or  vacillate  between  them. 

"  'If  this  is  so,  we  are  (suggesting  the  hypothesis  that  there  is  a  paranoid-de- 
pressive psychodynamic  continuum  which  would  explain  the  clinical  diagnostic 
continuum,'  Dr.  Burnell  stated  in  conclusion.  'Such  a  hypothesis  requires  further 
study  with  younger  patients,  to  determine  whether  it  is  an  age-related  phenome- 
non, or  not.'  " 

(24)  Wolff,  1965,  (#126). 

(25)  Matcher,  1965,  (#71). 

(26)  Fairly  recent  statistics  of  the  Bureau  of  Labor  Statistics  (1959-1963) 
indicates  that  the  budget  for  a  retired  couple  at  a  modest  but  adequate  stand- 
ard of  living,  at  1959  prices  in  20  large  cities  and  their  suburbs,  for  a  man  age  65 
or  over  and  his  wife,  who  are  assumed  to  be  in  reasonably  good  health,  is  some- 
where in  the  neighborhood  of  $3,000.  The  variation  between  the  cities  is  fairly 
large  from  $2,641  in  Houston,  to  $3,366  in  Chicago.  "Estimates  were  modified 
by  including  a  lower-cost  food  budget  and  eliminating  provisions  for  auto 
ownership." 

See  Lamale,  1961,  (#62  &  #63). 

The  same  author  presented  a  paper  on:  "The  Impart  of  Rising  Prices  on 
Younger  and  Older  Consumers,  (BLS  Report,  No.  238-2,  December,  1963),  in 
which  she  pointed  out  incorrectly  in  my  opinion  that  "Families  in  each  age  group 
made  substantial  improvements  in  their  level  of  living  during  the  1950's."  She 
also  stated  the  obvious,  namely  that  the  "variations  in  the  spending  patterns 
of  the  two  groups  in  1960  were  essentially  the  same  as  those  observed  in  1950." 

See  Lamale  &  Stotz,  1960,  ( #64) . 

The  catastrophic  rise  of  housing  costs  finds  its  expression  in  the  fact  that  the 
total  operation  ranges  from  31  to  39  per  cent  of  total  expenditures.  Rent,  heat,  and 
utilities  alone  range  from  22  to  32  per  cent  of  the  total  (Personal  communica- 
tion). 

See  also  Froeder,  1960,  ( #41) . 

Nearly  15  years  ago,  our  studies  of  housing  for  the  aging  in  New  York  City 
showed  unequivocally  that  the  older  person  must  pay  more  for  worse  accommo- 
dations, and  thus  is  seriously  handicapped.  Therefore,  the  expression :  housing 
for  the  aged  should  be  avoided  because  it  constitutes  an  invitation  to  the  greedy 
and  unscrupulous. 

Whenever  a  housing  crisis  exists,  it  is  the  elderly  population  which  suffers 
first.  Thus,  for  instance,  in  Grand  Forks,  which  can  only  be  considered  a  scal- 
per's paradise  because  of  the  influx  of  population  at  the  Air  Force  Base  and  mis- 
sile development,  as  well  as  the  uncompromising  and  inhumane  stand  of  the  real 
estate  interests,  housing  became  a  grave  problem  in  the  fall  of  1964.  The  director 
of  the  Grand  Forks  County  Welfare  Board  appealed  (Grand  Forks  Herald,  Ocro- 
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ber  18,  1964)  to  all  and  the  sundry  to  open  their  homes  for  a  foster  home  pro- 
gram for  the  elderly.  He  assured  persons  interested  in  providing  board,  room, 
and  care  for  two  elderly  persons  would  not  have  to  register  as  a  licensed  board- 
ing home,  and,  of  course,  could  expect  and  would  receive  compensation.  The 
director  further  claimed  that  the  elderly  here  have  been  among  those  who  have 
been  the  victims  of  the  recent  shortage  of  rental  property  because :  "some  land- 
lords are  evicting  persons  and  then  raising  rents  to  new  tenants.  He  explained 
that  elderly  persons  who  have  lived  in  the  community  all  of  their  lives  don't 
care  to  move  from  this  locale,  hence  his  call  for  a  foster  home  program  for  the 
elderly." 

Professor  Nasow's  careful  analysis  not  withstanding  the  question  of  housing 
is  still  crucial  in  the  fields  of  gerontology  and  geriatrics.  In  study  after  study 
the  very  real  difficulties  which  the  elderly  encounter  are  centered  around  the 
problem  where  to  live  in  a  shrinking  universe. 

See  Nasow,  1964,  (#82)  ;  also  with  regard  to  modern  housing  from  the  archi- 
tural  angle:  Bevis,  1963,  ($14),  Ketchum,  1964,  (#54),  Medical  Facilities,  1964, 
(#73),  Meyer,  1964,  (#76),  Nunn,  1961,  (#87),  Weiss,  1964,  (#118),  and  Kap- 
lan, 1961,  (#52),  concerned  with  the  community  aspects. 

Nor  are  retirement  villages  even  a  practical  answer.  First  of  all  we  are  opposed 
to  being  candid  about  it,  to  any  kind  of  segregation  in  principle.  Furthermore,  re- 
tirement villages  presuppose  a  standard  of  living  which  can  hardly  be  called 
typical.  Moreover,  only  a  very  small  percentage  of  the  elderly  likes  to  "disen- 
gage" and  retrench  themselves  if  we  are  to  believe  the  responses  of  our  own 
informants,  as  well  as  those  of  other  investigators.  Finally,  in  order  to  sustain 
this  sheltered  atmosphere,  a  particular  greenhouse  state  of  mind  must  be  prev- 
alent which  we  would  hesitate  to  call  "normal,"  in  the  sense  of  typical. 

See  Burgess,  1961,  (#22)  ;  1960,  (#23)  ;  and  Retirement  City,  1964,  (#103), 
as  well  as  Brody,  1961,  ( #18) . 

Thus,  the  available  data  paint  rather  clearly  a  drab  if  not  grim  picture  of 
social  and  sociologic  deprivation  notwithstanding  Pagani  with  whom  we  agree 
that  even  the  best-designed  research  projects  tend  to  be  purely  descriptive.  He 
arrived  at  the  interesting  conclusion  that  housing,  working  and  economic  condi- 
tions, and  chances  of  promotion  were  considered  better  by  the  old  people  in 
times  of  their  fathers,  only  education  of  children  was  considerably  worse  and 
social  relations  were  considered  relatively  equal.  This,  of  course,  relates  to  Italy, 
in  1960,  and  does  not  necessarily  apply  to  the  United  States ;  however,  the  total 
of  56%  seemed  to  feel  that  chances  for  social  mobility  were  better  today  than 
in  the  time  of  their  fathers,  an  average  that  increased  to  nearly  63%  when  con- 
sidering only  those  over  60. 

(27)  See  especially  Steiner  &  Dorfman,  1957,  (#109)  ;  Kreps  and  others,  1963, 
(#60); 

Some  of  the  ambivalent  attitudes  and,  one  might  say,  superstitions,  have 
been  retained  in  today's  society  and  in  western  culture.  It  might  be  useful  to  il- 
lustrate the  sharp  differences  of  attitude  and  behavior  in  the  case  of  employ- 
ment of  the  aged. 

The  factory  manager,  himself  a  young  man  in  the  mid-30's,  may  have  had 
pleasant  childhood  experiences.  His  parents  may  have  been  kindly  and  helpful ; 
his  grand  parents  alive  and  benign.  Thus,  his  attitude  toward  older  persons  may 
have  been  one  of  overt  benevolence.  Nevertheless,  if  an  older  worker  applies  for 
a  position  or  should  be  up-graded  in  the  normal  course  of  events,  that  same  man- 
ager will  find  many  rationalizations  in  order  not  to  live  up  to  his  professed  at- 
titude. He  will  cite  statistics  alleging  that  old  persons  have  more  accidents,  more 
absenteeism,  are  highly  accident-prone,  and  half  a  dozen  other  apparently  ra- 
tional reasons  why  that  person  should  either  not  be  employed  or  up-graded.  It 
matters  little  whether  these  statistics  are  standing-up  under  scrutiny. 

On  the  other  hand,  another  factory  manager  who  may  have  had  the  very  con- 
trary childhood  and  youth  of  the  first  one  just  described,  would  react  entirely 
different  in  the  same  situation.  Possibly  he,  too,  may  give  statistics  why  this  man 
should  be  employed,  statistics  which  would  prove  that  there  is  less  absenteeism, 
fewer  accidents,  and  more  reliable  job  performance  by  older  people.  Basically, 
however,  possibly  he  would  give  "the  old  geezer,"  a  chance.  If  disappointed,  he 
might  then  draw  an  inference  from  this  unhappy  experience  and  never  employ 
older  people  again.  If  satisfied,  in  a  large  number  of  instances,  he  would  indeed  be 
willing  to  chance  one  or  two  failures  since  he  is  well  aware  that  there  will  be  some 
failures  among  younger  groups  as  well,  and  any  attempt  to  critically  evaluate 
the  meaning  of  the  words  connected  with  aging  must  start  with  the  subconscious 
of  man  himself. 
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Of  the  large  literature,  we  may  point  to  Wilson,  1961,  (#124)  ;  Schultz,  1961, 
(#106)  ;  Beard,  1961,  (#12)  ;  Breen,  1963,  (#17)  ;  Fling,  1964,  (#37)  ; 

(28)  See  especially  Michelen,  1964,  (#78),  and  host  of  others;  e.g.  the  very 
uneven  book  edited  by  Kleemeier,  1961,  (#56),  and  special  local  studies,  as  for 
instance,  Ford,  1962,  (#38)  ;  Lucas,  1962,  (#70). 

(29)  See  Levine,  1952,  (#65)  ;  also  Williams,  1962,  (#123),  and  Stern,  1963, 
( #110) ,  as  well  as  The  Overview  by  Maxwell,  1962,  ( #72) . 

(30)  See  particularly  Dunn,  1964,  (#36)  ;  for  a  special  problem,  Knapp,  1964, 
(  #57) ,  but  also  for  a  general  view,  Pusey,  1963,  ( #98) . 

(31)  Freeman,  Joseph,  (#40)  ;  see  also  Litman,  1964,  (#69). 

(32)  See  Christensen,  1961,  (#29). 

Most  certainly  not  in  the  sociological  philosophizing  that  goes  on  in  such  "con- 
tributions" as  Meyerson's :  A  Critical  Examination  of  Commercial  Entertain- 
ment. In  addition  to  the  incredibly  poor  use  of  the  language  which  Dr.  Blenker 
comments  properly  castigates,  this  paper  presents  the  epitome  of  all  geronto- 
phobic  attitudes  that  are  tending  to  make  old  age  in  the  United  States  unap- 
petizing and  disgusting.  The  uninformed  superciliousness  and  taedium  cordis 
penetrates  not  only  his  thinking,  but  also  the  thinking  of  many  other  researchers 
for  whom  methods  and  correlation  coefficients  are  more  vital  than  life  itself. 

See  Meyerson,  1961,  ( #77)  ;  for  another  example  of  the  former  see  Morris,  1963, 
( #80) ,  and  for  the  latter,  Freeman,  1963,  ( #39) . 

Even  such  well-intentioned  papers  as  Max  Kaplan's  cannot  come  up  with  any- 
thing better  than  weak  generalizations  e.g.  "A  theory  of  leisure  for  older  persons 
has  need  for  this  union  of  speculation  and  empiricism;  and  a  theory  for  the 
whole  of  gerontology  has  need  for  increased  concern  with  this  union  as  it  brings 
into  focus  the  material  issues  of  health,  economic  welfare,  and  housing  with  the 
equally  important  intangible  issues  of  mental  health,  emotional  and  intellectual 
welfare,  and  meaningful  activity," 

See  Kaplan,  Max,  1961,  ( #53)  ;  also  Berelson  &  Steiner,  1964  (#13). 

( 33 )  Mumf ord,  1950,  ( #  81 ) . 

(34)  Reisman,  1956  (#104). 

(35)  Peter  Townsend,  describing  the  family  life  of  people  of  pensionable 
age  in  a  working-class  borough  of  East  London  (England),  uses  diaries  kept 
by  old  people  as  an  indication  for  the  way  in  which  they  spend  their  free  time. 
It  is  highly  significant  that  their  life  is  practically  devouled  of  what,  in  this 
country,  is  called  leisure-time  activities.  In  fact,  it  is  the  sorry  imitation  of 
their  working  day  with  hardly  any  more  social  participation  than  could  be 
expected  under  any  circumstances. 

Interestingly  enough,  the  elderly  reported  not  only  that  they  had  breakfast, 
for  instance,  but  also  what  it  consisted  of.  One  almost  pathetic  entry  reads : 
"9  :20  a.m.  I  went  out  for  the  daily  mirror  and  fags  for  dad.  About  8  people  said 
'good  morning'  with  a  nice  smile,  then  I  replied  back."  In  our  study  in  Grand 
Forks  we  found  similar  expressions  of  basis  emptiness. 

See  Townsend,  1963,  ( #111 ) . 

It  is  playing  into  the  hand  of  derision  to  refer  to  "leisure  time  activities" 
as  "hobbies."  For  the  elderly,  these  so-called  hobbies  are  and  should  be  consid- 
ered as  work  substitute  again  the  comparison  of  societal  attitudes  with  that 
toward  children  is  significant.  When  a  child  bakes  a  sand  pie  or  builds  a  castle 
or  brings  a  stone  or  a  flower,  the  grown-up  will  perfunctorily  say :  That's  nice, 
Johnny,  all  the  time  continuing  with  his  or  her  "important  conversations."  Simi- 
larly, society,  by  arranging  hobby  contests,  seem  to  say :  That's  nice,  Mr.  John, 
little  thought  being  given  to  the  substitute  gratification  that  should  come  from 
any  prolonged  effort  or  creative  ability.  A  clear  indication  are  the  prices  which 
are  being  asked  by  homes  for  the  aged,  for  instance,  for  the  pot-holders, 
cigarette  boxes,  and  other  more  or  less  utilitarian  objects  which  the  elderly 
produce. 

For  a  more  mature  view  of  "hobbies"  see  Christ,  op.  cit. 

(36)  Lewin,  1935,  (#66). 

(37)  For  a  view  of  the  agrarian  picture  see  Barnett,  1964,  (#9),  Harris, 
Opal.  1961,   (#46),  and  American  Public  Welfare  Association,  1962  (#7). 

(38)  Barron,  1953,  ( #10)  and  1961,  ( #11) ,  chapter  3. 

( 39 )  Drake,  1958,  ( #35 ) ,  p.  386. 

(40)  Alburn,  1964,  (#5). 

( 41 )  Hayaka wa,  1963,  ( #49 ) ,  p.  27. 

(42)  Rose,  1962,  (#105). 

(43)  Cumming  &  Gumming,  1961,  (#32). 

(44)  Aging  in  Western  Societies,  1960,  ( #4) ,  p.  388. 

(45)  See  Minneapolis  Tribune,  Sunday,  April  18, 1965. 
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An  almost  touching  recent  example  of  gerontophobia  can  be  found  in  a 
letter  to  Ann  Landers,  published  in  the  Minneapolis  Tribune  ( Sunday,  April  18, 
1965)  : 

"Dear  Ann :  I  hope  you  won't  think  I  am  a  kook  but  I  am  19  and  terrified 
of  growing  old.  When  I  look  around  me  and  see  people  who  are  60,  I  want 
to  die  young  to  avoid  the  horrible  time  of  life  when  the  skin  becomes  wrinkled, 
the  hair  turns  gray  and  all  sorts  of  aches  and  pains  take  over. 

The  older  people  I  know  are  lonely  and  miserable.  Their  children  are  gone 
and  they  have  nothing  to  live  for.  And  worst  of  all,  they  feel  that  they  are  a 
burden  to  their  children. 

Can  you  help  me  see  old  age  in  a  more  optimistic  light? — PETEIFIED." 

Her  answer  tries  to  stress  the  positive  side  of  aging,  and  also  applies  the 
principle  of  Ai  is  not  A2  very  nicely  : 

'•When  you  speak  of  60  as  'old  age'  you  make  me  shudder,  girl !  Sixty  can  be 
the  prime  of  life  and  it  IS  for  many  people.  What  is  a  wrinkle  or  gray  hair 
compared  to  the  satisfaction  of  meeting  life's  challenges,  and  coming  through 
whole  and  unbroken? 

Nothing  is  as  finished  as  yesterday  or  as  deliciously  exciting  as  tomorrow. 
Every  age  has  its  special  privileges,  its  joys  and  compensations.  Speaking  for 
myself,  I  would  not  wish  to  be  even  one  year  younger  than  I  am  today." 

Another  instance  of  gerontophobic  concern  for  the  aged  can  be  seen  in  the 
present  strictures  of  medicare.  Below  is  a  comparison  between  the  law-to-be 
following  Dr.  Rusk's  analysis  in  the  New  York  Times  of  April  11,  1965  and 
our  desiderata : 

LAW-TO-BE  (briefed)  Desiderata 
Hospital  in-patient  services  for  60  days  in  one  benefit  Unlimited, 
period. 

Patient  must  pay  the  first  $40  (per  year?)   No  deductible. 

Physicians  fees  and  private  nurses  and  attendants  not  Include, 
included. 

(Physical  therapy  occupation  and  speech  therapy  pos-  Include, 
sibly  included). 

Post-hospital  care  in  nursing  home  or  rehab  center  Unlimited, 
for  100  days. 

Patients  covered  only  if  they  have  had  prior  care  in    No  conditions. 

hospital  under  extended  services. 
Home  health  services  (fairly  complete)  to  100  visits    Unlimited,  include  pre- 

following  hospitalization.  hospitalization  serv- 

ices. 

Out  patient  diagnostic  services  (e.g.  x-ray,  etc)  patient    Unlimited  no  deduc- 
paying  $20  for  each  diagnostic  study  in  20-day  period.  tible. 

Voluntary   supplemental  medical  benefits  at  $3  per  Increase.1 
month. 

Plan  pays  80%  after  the  patient  paying  first  $50   No  deductible. 

Physicians  services  including  surgical  services  whether    No  change  (see 

furnished  in  hospital,  clinic,  office  or  in  the  home.  above). 
Home  health  services  without  requirement  of  prior  hospi-    No  change  (see 

talization  for  up  to  100  visits  each  year.  above). 
Additional  medical  and  health  services — drugs  not  in-    Include     drugs  for 
eluded.  nominal    fee,  also 

dental,  and  all  other 
auxiliary  services. 

1  To  $5  or  $10  to  obtain  services  above  full  payment.  This  increase  is  recommended  to 
obtain  full  payment  for  all  services  at  any  time  without  restrictions  of  any  kind. 

With  increase  of  social  security  taxes  and  individual  higher  coverage  it  may  be 
actuarially  possible  to  cover  the  total  population  of  the  nation. 
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Welfare  Reform  in  Moral  Perspective 
(By  Philip  Wogaman)* 

INTRODUCTION 

The  striking  thing  about  most  discussions  of  welfare  reform  is  that  the  key 
issues  turn  on  our  basic  values.  Economic  practicality  is  important,  of  course, 
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and  cannot  be  bypassed.  But  the  crucial  questions  are  probably  the  moral  ques- 
tions. Granted  that  our  society  is  rich  enough  to  "afford"  most  of  the  welfare  or 
income  maintenance  proposals  which  economists  and  political  leaders  have  pro- 
posed, it  is  another  question  whether  the  various  proposals  are  consistent  with 
our  moral  values.  Is  it  "right"  to  give  people  what  they  haven't  earned?  Is  it 
"good"  for  people  to  be  given  the  basic  necessities  of  life  without  having  to  work? 
Is  it  "just"  for  some  twenty-five  million  Americans  to  have  to  live  in  poverty 
in  such  a  rich  country? 

Our  basic  values  are  difficult  to  discuss  objectively  because  we  simply  assume 
their  validity.  Nevertheless,  we  have  to  try.  The  present  spate  of  welfare  reform 
proposals  require  us  to  look  at  the  central  value  themes  in  our  culture  as  objec- 
tively as  we  can.  This  brief  paper  will  attempt  to  clarify  our  use  of  two  of  the 
key  terms  which  have  been  used  most  loosely :  "work"  and  "incentive." 

BROAD  AND  NARROW  DEFINITIONS  OF  "WORK" 

The  "work  ethic"  (sometimes  termed  the  "Protestant  ethic")  has  a  long  his- 
tory and  seems  deeply  rooted  in  American  culture.  The  view  that  man's  labor 
is  an  important  part  of  his  meaning  and  dignity  has  its  roots  as  far  back  as 
ancient  Israel.  In  this  tradition,  which  Jews,  Christians,  and  Moslems  all  share 
to  some  extent,  man's  labor  and  creativity  were  given  new  significance.  What 
we  do  is  important  because  we  are  in  a  new  way  responsible  for  creating  our 
future.  Life  is  not  to  be  viewed  passively.  The  purely  passive  personality  is  the 
disintegrating  personality ;  the  truly  human  person  is  the  one  who  is  creatively 
active.  It  can  toe  argued  that  this  view  of  man,  which  stresses  activity,  is  respon- 
sible for  much  of  the  material  success  of  western  civilization. 

But  the  "work  ethic"  depends  upon  a  broad  definition  of  work :  work  is  "goal- 
directed  activity."  It  is  everything  we  do  to  accomplish  objectives.  The  "work 
ethic"  is  not  an  ethic  based  only  on  what  we  are  paid  for  doing.  All  of  man's 
labor  is  encompassed  in  the  "work  ethic",  not  simply  the  work  we  do  to  earn  a 
living.  The  narrow  definition  of  work  views  it  only  as  a  "job"  which  produces 
economic  gain.  In  effect,  a  narrow  definition  of  work  is  tied  to  the  marketplace 
in  our  society.  It  is  labor  to  produce  goods  and  services  which  can  be  sold.  The 
broad  definition,  in  contrast,  includes  all  that  we  do,  whether  or  not  we  are  paid 
for  doing  it.  To  illustrate  the  difference,  a  housewife  may  devote  many  hours  on 
the  telephone  organizing  a  project  for  the  P.T.A.  This  is  an  entirely  voluntary 
activity  for  which  she  is  paid  nothing.  Is  it  "work"?  According  to  the  broad 
definition  it  certainly  is,  for  it  is  a  human  activity  directed  toward  the  achieve- 
ment of  an  objective.  But  according  to  the  narrow  definition  it  is  not,  for  she 
receives  no  economic  remuneration. 

It  is  typical  of  discussions  of  welfare  reform  that  many  people  insist  upon 
the  importance  of  work  on  the  basis  of  the  broad  definition — that  is,  on  the  basis 
of  man's  general  need  to  be  active  and  creative  and  society's  need  for  active  and 
creative  people.  But,  when  it  comes  to  implementing  this  work  ethic,  we  unthink- 
ingly limit  it  to  the  narrow  definition  of  work  by  insisting  that  every  able-bodied 
person  be  gainfully  employed.  Thus,  ironically,  the  President's  welfare  reform 
proposals  of  1969,  which  otherwise  reflect  a  major  break-through  in  thinking, 
continue  to  assume  that  mothers  who  are  not  gainfully  employed  are  non- 
workers.  Surely  there  is  no  role  in  our  society  which  better  illustrates  the  work 
ethic  than  the  work  performed  by  homemakers  with  children.  This  is  "goal- 
directed  activity"  at  its  best.  Yet  this  form  of  work  is  apparently  to  be  treated 
as  if  it  were  insignificant  leisure ! 

As  a  matter  of  fact,  much  of  the  real  work  of  our  society  would  not  fit  under 
the  narrower  economic  definition.  Society,  as  we  know  it,  would  collapse  without 
the  voluntary  work  associated  with  churches,  service  clubs,  Red  Cross,  PTA 
groups,  political  parties,  youth  organizations,  etc.  Any  public  policy  concerning 
work  which  is  based  upon  the  assumption  that  such  activities  are  not  really 
"work"  misses  the  point  of  the  work  ethic  of  our  culture  and  invites  materialism. 

Still,  in  a  free  society  public  policy  does  not  have  much  leverage  upon  the  vol- 
untary, uncompensated  work  of  its  citizens.  It  is  possible  to  regard  the  work  of 
a  homemaker,  otherwise  uncompensated,  as  "earning"  whatever  welfare  or  in- 
come maintenance  payments  she  is  given.  But  the  question  remains  whether 
others  might  be  tempted  to  a  life  of  idleness  if  their  basic  livelihood  is  simply 
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given  to  them  with  no  strings  attached.  The  question  of  the  incentive  effect  of 
public  welfare  policies  cannot  therefore  be  avoided,  but  here  too  a  distinction 
must  be  made. 

ABSOLUTE  AND  RELATIVE  INCENTIVES 

A  relative  incentive  is  one  which  rewards  or  punishes  behavior  within  the 
social  system  but  which  does  not  call  into  question  the  person's  continued  mem- 
bership in  the  community.  The  reward  is  relatively  desirable,  the  punishment  is 
relatively  undesirable.  It  is  assumed  that  the  reward  or  punishment  will  be 
sought  or  avoided  when  offered  as  an  alternative  to  antisocial  or  social  behavior. 
Normal  parental  discipline  is  a  good  illustration.  While  a  child  may  be  given 
some  little  reward  for  his  behavior  (such  as  a  dollar  for  mowing  the  lawn),  and 
while  he  may  be  punished  with  a  spanking  or  loss  of  a  small  privilege  for  bad 
behavior,  there  is  never  any  question  about  his  continuing  to  be  a  member  of  the 
family. 

An  absolute  incentive,  on  the  other  hand,  is  based  on  making  one's  continued 
membership  in  the  group  or  community  into  a  reward  or  punishment.  One's  social 
existence  itself  is  thus  at  stake  in  one's  actions.  For  example,  an  absolute  in- 
centive is  involved  with  parents  who  disown  their  own  children.  Since  the  fam- 
ily relationship  is  for  most  people  their  most  basic  form  of  social  identification, 
it  is  a  devastating  blow  to  be  repudiated  by  one's  own  parents  and  family.  Hold- 
ing this  kind  of  repudiation  over  the  heads  of  young  people  in  order  to  influence 
their  conduct  involves  use  of  an  absolute  incentive. 

There  is  a  very  great  moral  difference  between  these  two  forms  of  incentive. 
Relative  incentives  of  various  sorts  are  probably  necessary  and  desirable  in  all 
social  groups.  Given  the  realities  of  human  selfishness  and  lethargy,  relative 
inducements  (of  both  the  positive  and  negative  sort)  are  doubtless  necessary 
at  all  levels  of  government.  Relative  incentives  also  respect  the  freedom  of  people 
to  choose.  They  are  consistent  with  psychological  maturity  and  independence.  But 
absolute  incentives,  which  call  our  very  existence  in  the  community  into  ques- 
tion play  upon  our  deepest  fears  and  anxieties.  When  we  hold  a  man's  existence 
in  question  in  order  to  get  him  to  behave  in  a  particular  way,  we  are  manipulat- 
ing him  in  the  most  basic  sense.  While  he  may  do  what  we  want  him  to  do,  his 
reasons  for  doing  so  have  nothing  to  do  with  the  "work  ethic."  He  is  no  longer 
a  person,  but  a  thing  to  be  directed  by  those  who  have  such  basic  power  over  him. 
The  point  is  that  if  increasing  maturity  and  responsibility  is  a  basic  objective  of 
social  policy,  what  I  have  called  absolute  incentives  are  not  the  way  to  gain  that 
objective.  Indeed,  total  insecurity  may  be  contrary  to  the  moral  purposes  of 
work.  A  certain  amount  of  basic  security  may  be  a  prerequisite  to  genuinely 
human  forms  of  motivation.  Economist  Clarence  E.  Ayres  contends  that  "se- 
curity is  the  key  to  the  enigma  of  poverty."  He  believes  that  "with  the  guarantee 
of  a  subsistance  income,  so  that  come  what  may  they  could  feel  assured  that  they 
would  not  starve  to  death,  most  of  the  present  victims  of  poverty  would  make 
the  effort  of  reorienting  themselves  to  the  industrial  economy."  (See  his  article 
"Guaranteed  Income  :  An  Institutionalist  View,"  in  Robert  Theobald,  ed.,  The 
Guaranteed  Income,  N.Y. :  Doubleday,  1967.)  Most  of  us  have  been  able  to  take 
our  basic  economic  security  pretty  much  for  granted,  and  we  may  need  to  be  re- 
minded that  this  has  not  been  the  experience  of  millions  of  fellow  Americans. 

Still,  even  though  absolute  incentives  tend  to  be  manipulative  and  unfruitful 
in  terms  of  the  development  of  mature  character,  there  may  be  a  real  need  for 
relative  incentives.  Once  the  absolute  conditions  of  man's  physical  and  social 
existence  have  been  assured,  then  relative  inducements  of  one  sort  or  another 
may  (or  may  not)  make  sense,  depending  upon  the  circumstances.  Schools  and 
colleges  generally  use  grades  as  a  form  of  relative  incentive.  It  would  be  better 
if  students  would  study  for  the  sake  of  learning  itself,  and  many  students  do. 
But  sometimes  the  relative  incentive  of  grades  is  needed  to  get  the  students 
going.  (In  my  own  institution,  which  is  a  graduate  school,  we  are  successfully 
modifying  even  this. ) 

This  distinction  between  relative  and  absolute  forms  of  incentive  may  suggest 
the  value  of  welfare  policies  which  (1)  guarantee  the  basic  economic  conditions 
of  life  for  all  citizens  but  (2)  provide  additional  inducements  to  "get  people 
going."  The  general  format  of  the  "negative  income  tax"  proposals  seems  well- 
suited  to  this  approach :  a  basic  income  guarantee  with  the  provision  that  the 
recipients  may  keep  some  percentage  of  their  earnings  up  to  the  "break-even 
point"  where  they  would  no  longer  receive  any  public  grant  because  of  the  size 
of  their  earnings.  The  feature  in  the  President's  welfare  reform  proposals  which 
embodies  this  can  certainly  be  supported,  although  it  is  unclear  how  these  reia- 
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tive  incentives  will  be  able  to  work  as  incentives  with  the  addition  of  a  work 
requirement  to  the  program.  We  shall,  in  my  opinion,  make  much  more  progress 
in  motivating  people  to  want  to  work  (both  in  the  broad  and  narrow  sense  of  the 
term)  by  guaranteeing  the  basic  income  needs  and  then  relying  upon  relative 
incentives  insofar  as  this  seems  necessary. 

THE  QUESTION  OF  DESERVING 

There  are  still  those  who  question  whether  poor  people  deserve  what  they 
are  given  by  the  rest  of  society.  This  is  certainly  a  moral  question.  It  has  rather 
self-righteous  roots.  All  of  us  should  probably  be  more  restrained  in  our  claims 
of  how  much  we  have  earned  and  what  we  deserve,  and  we  should  be  less  hasty 
in  judging  poor  people.  None  of  us  has  earned  the  basic  conditions  of  our  life 
nor  the  basic  civilization  which  we  have  inherited.  We  have  long  since  ceased 
to  ask  whether  children  "deserve"  a  free  public  education.  We  know  they  must 
have  it  as  a  precondition  to  making  their  contribution  to  the  common  life.  We  now 
need  to  be  more  sensitive  to  the  fact  that  there  are  also  material  conditions  with- 
out which  people  cannot  make  their  contribution  to  society.  So  far  as  the  basic 
conditions  of  life  are  concerned,  would  it  not  be  in  accord  with  our  best  national 
traditions  to  say  that  we  all  deserve  them  in  the  sense  of  the  "inalienable  rights" 
which  belong  to  every  man? 

But  there  is  a  still  deeper  truth  of  which  we  need  to  be  reminded.  That  is  the 
fact  that  every  person  makes  his  most  essential  contribution  to  society  by  being. 
The  value  of  human  life  is  not  ultimately  based  upon  our  being  able  to  use  each 
other  economically.  Man's  life  is  not  made  for  economic  ends ;  rather  economic 
life  must  be  made  to  serve  human  ends.  If  we  are  ever  to  restore  a  sense  of 
America  as  a  community,  bound  together  by  more  than  the  ties  of  mutual  con- 
venience, then  we  had  better  recover  a  sense  of  the  pricelessness  of  even  those 
lives  whose  economic  productiveness  is  near  zero.  A  good  start  for  this  nation 
in  symbolizing  and  giving  substance  to  our  desire  to  be  a  community  would  be 
to  give  everybody  an  economic  floor  to  stand  on  as  a  basic  human  right — and  then 
to  go  from  there  in  terms  of  relative  incentives. 


congeess  of  the  united  states, 

House  of  Representatives. 
Washington,  D.C,  October  23,  1969. 

The  Honorable  Wilbur  Mills, 
Chairman,  Ways  and  Means  Committee, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Chairman:  Dr.  Ida  D.  Hanson,  a  chiropractor  practicing  at  2045 
High  Street,  Topeka,  Kansas,  has  asked  me  to  submit  to  you  her  statement 
outlining  the  reasons  why  Chiropractic  care  should  be  included  in  Medicare 
services. 

In  submitting  Dr.  Hanson's  statement,  I  respectfully  request  you  make  it  a 
part  of  the  printed  hearing  testimony  on  the  issue  of  making  adjustments  in  the 
Social  Security  regulations. 

Thank  you  for  your  interest  and  cooperation. 
Sincerely, 

Chester  L.  Mize,  Member  of  Congress. 
Statement  by  Ida  D.  Hanson,  D.C. 
reasons  why  chiropractic  should  be  included  in  medicare  services 

1.  All  of  our  people  are  entitled  to  the  inclusion  of  Chiropractic  in  Medicare 
services  for  the  sake  of  economy  and  especially  for  the  freedom  to  choose  their 
own  doctor  for  the  kind  of  services  they  prefer  and  which  they  know  is  best  for 
them.  All  of  the  people  are  not  in  sympathy  with  medical  practices  and  theory. 

2.  One  kind  of  theory  in  the  healing  arts  should  not  have  nor  be  allowed  to  keep 
the  monopoly  it  now  holds  on  health  matters. 

3.  With  the  inclusion  of  Chiropractic  in  Medicare,  not  only  would  there  be 
a  great  reduction  in  the  cost  of  Medicare  but  there  would  be  a  worthwhile  gain 
in  the  restoration  to  health  for  most  patients,  without  the  use  of  drugs,  surgery 
and  long  confinements  in  hospitals. 
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4.  Innate  Intelligence,  always  performing  one  hundred  percent,  controls  every 
physical  and  functional  activity  of  the  body  through  the  nervous  system.  In 
every  disease  or  symptom  there  is  pressure  on  certain  nerves  which  cause  the 
pain  as  well  as  a  deficiency  of  life  impulses  and  blood  supply  to  the  affected  areas. 

Chiropractors  remove  the  nerve  pressure  by  adjusting  these  tissues  back  to 
their  normal  position ;  this  with  a  little  time  and  proper  nutrition  restores  health 
to  the  patient. 

5.  Chiropractors  are  licensed  in  all  but  two  of  the  fifty  States  which  should 
prove  their  efficiency  as  qualified  to  practice  their  healing  art,  regardless  of  the 
negative  report  of  the  medically  stacked  and  dominated  Ad  hoc  Committee  of 
HEW. 

6.  In  that  HEW  is  a  department  of  the  U.S.  Government,  why  do  they  not 
represent  and  support  all  of  the  healing  arts  (licensed)  in  order  to  supply  the 
services  all  of  the  people  need  and  want,  rather  than  just  the  one  which  already 
has  a  monopoly  on  the  people's  health. 


North  Miami,  Fla.,  Nov.  5,  1969. 

Ways  and  Means  Committee, 
House  of  Representatives, 
Congress  of  the  United  States, 
Washington,  B.C. 

Gentlemen  :  I  have  neither  the  time  nor  the  money  to  come  to  Washington  to 
petition  the  Congress  for  relief  from  what  I  consider  to  be  an  injustice  against 
a  specific  segment  of  Senior  Citizens,  so  I  elect  to  use  this  communication  as  a 
vehicle  for  so  doing. 

You  are  now  engaged  in  the  process  of  taking  "expert  testimony"  on  changes 
to  be  voted  on  "Social  Security  Amendments".  I  am  sure  that  the  "Experts"  of 
the  Establishment  will  volunteer  the  same  old  tired  line  that  the  popular  vote 
getting  procedure  is  to  cry  out  for  an  "across  the  board  percentage  increase  for 
one  and  all."  And  I  am  fearful  that  you  will  be  "fall  guys"  for  this  tried  and  true 
safe  way  to  play  the  political  game.  But  is  this  the  honest  and  honorable  way 
to  now  address  yourself  to  the  President's  message  on  "Reforms  in  Social  Secu- 
rity". When  he  used  the  word  "Reforms"  I  believe  he  meant  exactly  what  is  meant 
by  Websters  definition :  1.  The  improvement  or  amendment  of  what  is  wrong, 
corrupt,  etc.  4.  to  restore  to  a  former  and  better  state ;  improve  by  alteration, 
substitution,  abolition,  etc.  6.  to  put  and  end  to  abuses,  disorders,  etc. 

Within  this  context,  what  is  the  most  outstanding  and  greatest  reform  needed 
in  the  administration  of  Title  202,  SS  act  of  1935  which  deals  with  "Old  Age 
Benefit  Payments".  We  can  definitely  regard  this  Act,  public  Law  No.  271  as  the 
constitution  of  the  concept  of  Social  Security  in  the  U.S.A. 

What  did  the  Constitution  say  about  "Old  Age  Benefits"  (now  referred  to  as 
"Social  Security  Beneficiaries").  Its  language  was  simple  and  easy  to  under- 
stand: e.g.  Sec.  202(a)  Every  qualified  individual  (as  defined  in  section  (210) 
shall  be  Entitled  To  Receive,  With  Respect  to  the  Date  He  Attains  the  Age  65  .  .  . 
an  Old  Age  Benefit.  And  Webster  defines  the  word  Benefit  ...  an  advantage  .  .  . 

The  "Advantage"  promised  in  the  1935  Law  is  lavishly  given  to  every  type  of 
Senior  Citizen  except  the  poor  or  near  poor  who  must  continue  his  labors  in  his 
later  years — OR — go  on  Welfare.  There  are  1.4  million  of  us  left  who  refuse  to 
be  a  burden  to  our  fellow  men,  and  because  we  Work  our  Benefits  are  denied  us. 

The  "Inequity"  brought  on  by  the  "Earnings  Test"  which  is  applied  to  working 
Americans  only,  is  seriously  disrupting  the  living  conditions  of  1.4  million  senior 
citizens  and  the  abolition  of  this  prejudicial  weapon  of  the  SS  administration 
should  be  the  number  one  target  in  the  reform  movement. 

Through  administrative  pronouncements,  and  (I  believe)  without  benefit 
of  law,  the  administrators  have  created  four  different  criteria  for  qualifying 
for  benefits.  (1)  A  poor  or  near  poor  wage  earner  who  elects  to  perform  work 
to  bolster  and  supplement  his  SS  income,  must  count  every  cent  he  receives  (even 
for  such  chores  as  baby  sitting,  cutting  lawns,  etc.)  which,  when  the  total 
exceeds  $1,680  triggers  a  series  of  penalties  against  him.  (2)  A  business  man, 
who  may  have  an  income  of  $50,000  or  a  million  dollars,  is  judged  on  a  loosely 
defined  criteria  such  as  "does  he  give  substantial  service  in  his  self -employment." 
(3)  A  man  who  goes  back  to  the  "old  Country"  to  live  out  his  remaining  years, 
has  as  his  test — does  he  perform  work  on  more  than  7  days  a  month — and 
last  but  not  least  (4)  The  Special  72  Tear  Olds  who  do  not  have  any  test 
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except  that  they  have  lived  in  this  country  for  the  past  five  years  and  are 
financially  well  off  as  not  to  be  on  any  Welfare  Roll.  There  are  648,000  checks 
sent  out  monthly  to  this  group  for  a  total  dollar  volume  of  $25,408,000.  These 
recipients  made  no  contribution  (or  very  little)  to  the  Social  Security  Trust 
Fund. 

I  contend  that  this  state  of  affairs  is  highly  prejudicial  to  the  modest  wage 
earner  and  is  not  backed  up  by  law.  If,  however,  this  Is  The  Law,  then  such 
a  law  is  repugnant  to  the  Constitution  of  the  United  States.  As  this  condition 
continues  and  wage  earners  have  their  Benefits  With  Held  From  Them,  a  vast 
potential  contingent  liability  is  being  developed  against  SS  which  someday 
will  have  to  be  faced  up  to.  And  it  may  be  soon. 

After  trying  for  two  years  to  effect  a  legislative  cure  for  this  inequity,  without 
success,  I  embarked  on  the  process  of  court  action.  At  the  present  moment  a  3 
judge  panel  of  the  United  States  District  Court  has  the  matter  under  advisement, 
and  if  they  rule  in  my  favor  the  lid  will  be  off  Pandora's  Box  .  .  .  and  then  who 
knows  what  will  happen.  I  sincerely  hope  that  the  Congress  will  beat  me  to 
the  punch  and  pass  the  necessary  Reform  Legislation,  which  will,  in  effect, 
make  moot  my  action. 

The  original  Social  Security  Act  of  1935,  Public  Law  No.  271  states  in  very 
simple  words  the  purpose  of  the  Act :  To  Provide  for  the  General  Welfare  by 
Establishing  a  System  of  Old  Age  Benefits  .  .  .  and  for  other  purposes  .  .  . 
Over  the  years  additions  and  amendments  have  been  voted  by  succeeding  Con- 
gresses which  liberalized  the  purposes  and  payments.  Nowhere  do  I  find  any 
amendment  which  would  erode  the  rights  of  the  wage  earner.  But  somehow 
administrative  rules  have  been  issued  which  have  had  the  effect  of  "shutting  out" 
the  wage  earner  and  we  find  in  his  place  as  recipient  of  Social  Security  funds  the 
affluent  citizens.  Businessmen  with  large  incomes,  millionaires,  men  with  large 
pensions  (and  sometimes  two),  have  no  difficulty  in  getting  benefits.  But  not  the 
man  who  has  to  work.  I  have  many  times  asked  SS  personnel  how  come?  But 
no  one  has  an  answer. 

Last  year  139  members  of  the  Congress  put  in  position  bills  to  liberalize 
the  earnings  test  or  eliminate  it  altogether.  This  year  many  more  are  speaking 
out.  But  they  can  do  little  when  your  committee  bottles  up  the  main  thrust 
for  relief.  Reform  must  start  with  you.  How  about  it,  Now. 

I  make  one  request  of  everyone  who  reads  this  message.  Look  up  the  original 
Social  Security  Law  (No.  271).  Read  all  of  Title  2  which  deals  with  Old  Age 
Benefits.  See  if  you  can  find  anything  which  says  a  man  must  resign  from 
the  human  race  in  order  to  get  his  earned  benefits.  See  if  you  can  find  the  words 
and  expressions  so  cutely  used  by  SS  such  as  '"Retire" — "Retirement  Plan" 
"Substitute  for  Lost  Earnings"  "Pension"  etc.  I  can  tell  you  in  advance  that 
you  will  get  a  great  surprise  when  you  get  right  down  to  brass  tacks  .  .  .  the  law 
itself. 

Early  this  year  America  was  laboring  under  two  Great  Myths.  The  great 
Astronauts  exploded  the  Myth  about  the  Moon  being  made  of  green  cheese. 
Now  You  Read  the  Original  SS  Act,  and  you  will  rip  apart  the  Myth  that  Social 
Security  is  strictly  a  plan  of  retirement  and  that  Benefits  are  only  for  those  so 
able  to  do. 

May  I  suggest  a  short,  concise  Bill : 

"No  person,  having  reached  his  or  her  65th  birthday  shall  be  denied 
benefits  because  of  wage  or  salary  earnings.  The  earnings  test  is  hereby 
declared  null  and  void." 
I  respectfully  request  consideration  of  my  petition  for  justice  as  outlined 
above. 

V.  E.  Carlough. 


Statement  of  Judah  Dick,  Brooklyn,  N.Y. 

On  March  22,  1967,  I  had  the  privilege  of  testifying  before  your  Committee  on 
the  subject  of  social  security  for  Federal  employees.  H.R.  5710.  the  Adminis- 
tration Social  Security  Bill  of  1967,  contained  a  section  116  which  allowed 
transfer  of  credits  from  the  Federal  Retirement  System  to  the  Social  Security 
System.  I  pointed  out  the  gross  inequities  and  injustices  to  Federal  employees 
of  rather  short  duration  (less  than  15  years)  because  their  total  retirement 
benefits  in  such  cases  from  both  programs  was  substantially  less  than  what  it 
would  have  been  had  their  Federal  earnings  been  taxable  under  the  Social 
Security  Program.  Under  existing  law,  such  employees  pay  a  greater  percentage 
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of  their  earnings  for  less  benefits.  At  the  time,  I  requested  a  change  in  section 
116  as  drafted  to  make  the  effective  date  of  such  transfer  of  credits  retro- 
active to  1950.  What  I  did  not  know  at  the  time  was  that  the  Administration 
had  a  companion  bill,  H.R.  6784,  which  virtually  assured  all  Federal  employees 
that  their  benefits  from  the  Federal  Retirement  System  at  age  65  would  be 
no  less  than  that  which  they  would  have  obtained  under  Social  Security.  The 
Ways  and  Means  Committee  and  the  Senate  Finance  Committee  saw  fit  to  delete 
section  116  from  the  Social  Security  Act  of  1967.  The  Committee's  Report  (House 
Report  No.  544)  at  page  35  stated  that  while  the  Committee  is  aware  of  the 
gaps  which  exist  in  the  protection  of  Federal  employees,  particularly  in  the  first 
5  years  of  Federal  employment  where  there  is  no  coverage  at  all,  it  was  deferring 
legislation  on  this  subject  pending  a  study  by  the  Social  Security  Administration 
which  was  to  be  made  by  January  1,  1969.  The  Senate  Finance  Committee  con- 
curred in  this  recommendation.  Based  on  this  Congressional  mandate,  the  Social 
Security  Administration  presented  a  comprehensive  report  to  the  Congress  on 
January  17, 1969,  wherein  it  restated  its  prior  recommendation  to  allow  a  transfer 
of  credit  for  employees  of  less  than  5  years  and  to  guarantee  a  Federal  retire- 
ment annuity  of  not  less  than  social  security  for  other  Federal  employees.  I 
believe  that  this  report  is  the  10th  time  this  subject  has  been  studied  by  one 
committee  or  another  since  the  enactment  of  the  Social  Security  Law  in  1936. 
Almost  every  group  which  studied  the  problem  and  considered  all  possible  alter- 
natives came  up  with  the  same  solution — a  transfer  of  credits  from  one  system 
to  another. 

I  was  therefore  quite  disappointed  and  dismayed  that  the  Nixon  Adminis- 
tration has  completely  forgotten  the  subject  in  its  draft  bill  of  this  year.  I  in- 
quired the  meaning  of  this  omission  from  the  Commissioner  of  Social  Security 
only  to  be  informed  that  this  was  going  to  be  the  subject  of  another  study  by 
the  Advisory  Council  on  Social  Security.  Actually,  the  Advisory  Council  had 
already  looked  into  the  problem  several  times  and  in  its  1965  Report  came  up 
with  the  transfer  of  credit  recommendation. 

Why  must  the  subject  be  studied  to  death,  when  millions  of  Federal  employees 
are  compelled  to  do  without  basic  needs? 

While  it  is  true  that  Congress  recently  improved  the  lot  of  retired  Federal 
employees  by  basing  the  annuity  on  the  earnings  of  the  top  3  years  instead  of 
the  top  5  years,  this  improvement  affects  primarily  long  term  Federal  em- 
ployees who  are  entitled  to  a  substantial  percentage  of  their  average  salary  in 
the  base  period  as  retirement  pay.  It  does  very  little  benefit  for  employees  of 
ten  or  fifteen  year  durations  where  the  difference  amounts  to  a  few  additional 
dollars  per  year.  The  only  fair  and  equitable  way  to  treat  millions  of  loyal 
Americans  who  spent  10  or  15  years  with  the  Government  is  to  guarantee  them 
an  annuity  equivalent  to  Social  Security  and  to  give  elementary  coverage  to 
persons  just  starting  a  Government  career  who  are  now  without  any  basic 
protection  whatever.  The  time  for  ACTION  is  NOW  .  .  .  Not  10  or  15  years 
from  now  after  the  making  of  another  10  studies.  The  time  for  studies  has'  long 
passed.  The  funds  used  for  studies  can  be  utilized  for  far  better  purposes  and  it 
is  high  time  that  Congress  enacted  section  116  of  H.R.  5710  (of  1967)  and  H.R. 
6784  into  law. 

As  I  stated  in  1967,  my  father  is  close  to  his  65th  birthday  and  about  to  retire 
from  the  Post  Office  after  12  years  of  service.  He  and  millions  of  other  civil 
servants  similarly  affected  are  entitled  to  fair  retirement  pay  and  Congress 
should  do  something  about  it  NOW. 

Respectfully  submitted. 


Gaeeett  Paek,  Md.,  October  17, 1969. 
Re  Mr.  John  M.  Martin,  Jr.,  Chief  Counsel,  Ways  and  Means  Committee,  1102 

Longworth  House  Office  Building,  Washington,  D.C. 
Subject:  Proposal  by  Haile  Chisholm,  Garrett  Park,  Md.,  an  individual  for 

amendments  to  the  Social  Security  Act. 

1.  An  amendment  to  eliminate  the  ruling  of  substantial  services  from 
the  regulation  of  Social  Security. 

2.  To  allow  all  donations  to  approved  charities  to  be  deducted  from 
social  security  earnings. 

3.  Donations  to  charities  to  be  taxed  for  social  security. 

The  Social  Security  Administration  advises  the  policy  enforced  under  the 
clause  "substantial  services"  and  the  elimination  of  donations  to  charities 
from  earnings  cannot  be  brought  about  except  through  a  direct  law  passed 
by  Congress. 
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The  restriction  "substantial  services"  as  practiced  by  the  Social  Security 
Administration  permits  harrassment  and  the  practice  of  social  and  economic 
servitude.  Substantial  services  has  no  common  denominator  from  one  individual 
to  another  as  to  hours  worked.  The  practice  encourages  dishonesty  and  evasion. 
As  the  rate  of  earnings  per  hour  go  up  it  means  less  opportunity  to  work  and 
keep  occupied.  It  puts  a  self-employed  person  at  a  decided  economic  and  social 
disadvantage. 

SUMMARY 

It  is  therefore  proposed  : 

1.  Amendments  be  made  to  the  Social  Security  Act  eliminating  limita- 
tions caused  by  the  restrictions  of  substantial  services. 

2.  Donations  to  recognized  charities  not  be  calculated  in  the  total  earn- 
ings under  social  security. 

3.  Donations  to  charities  to  be  taxed  under  social  security. 
Respectfully  submitted. 

Haile  Chisholm. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  October  27,  1969. 

The  Honorable  Wilbur  D.  Mills, 
Chairman,  Committee  on  Ways  and  Means, 
Washington,  B.C. 

Dear  Mr.  Chairman  :  Enclosed  is  correspondence  I  have  received  from  Mr. 
and  Mrs.  Russell  Des  Jardins  of  Santa  Clara,  California,  which  you  may  wish 
to  include  in  the  hearings  on  social  security  revision. 

Thank  you. 
Sincerely, 

Don  Edwards,  Member  of  Congress. 
Santa  Clara,  Calif.,  October  8,  1969. 

Hon.  Donald  Edwards, 
House  Office  Building, 
Washington,  D.C. 

Dear  Sir  :  Now  that  Hearings  are  schedules  looking  toward  revisions  in  the 
Social  Security  laws,  I  would  like  to  indicate  some  of  the  current  inequities  in 
the  present  laws. 

1.  Adjustments  in  rates  tend  to  lag  far  behind  other  rate  increases,  timewise. 
Since  the  last  rate  adjustment,  we  have  experienced  one  or  more  raises  for 
California  State  Legislators,  State  and  Federal  employees  and  elected  officials. 
These  raises  have  ranged  up  to  25%  or  more.  If  rates  were  tied  to  the  Cost  of 
Living  Index,  adjustments  would  be  timely,  non  political  and  with  the  slowing  of 
inflation  might  even  prove  economical. 

2.  There  is  an  inequity  in  the  amount  of  additional  work  permitted,  without 
adjustments  of  Social  Security  payments.  Not  only  is  the  total  far  too  low  for 
these  days  but  also  it  discriminates  against  married  couples,  in  which  there 
is  only  one  working  partner. 

3.  With  the  death  of  one  of  the  lifelong  partners,  the  amount  paid  to  the 
remaining  partner  should  be  equal  to  the  larger  of  the  two  payments.  This  is 
only  fair  when  the  lifetime  partnership  in  which  one  partner  works  and  the 
other  partner  maintains  the  home  is  considered. 

4.  With  regard  to  Medicare,  the  system  is  good,  however  Turnaround  Time, 
from  the  time  a  Claim  is  made  until  payment  is  received  is  inordinate.  I  am  still 
waiting  for  payment  on  a  Claim  submitted  in  May  of  this  year. 

As  a  retired  Senior  Methods  Engineer,  I  wonder  how  much  time  and  expense 
is  expended  in  re-verifying  such  Claims. 

(a)  The  receipted  bill,  signed  by  the  Physician  should  be  sufficient  evidence 
that  the  service  was  performed  for  the  named  individual. 

(b)  Reference  to  the  last  processed  Claim  should  verify  eligibility  up  to  that 
date. 

(c)  The  complete  lack  of  acknowledgement  of  communications  to  the  Claim 
Office,  seems  to  me  to  be  extremely  poor  business. 

In  many  instances  a  wait  of  six  months  or  more  from  the  payment  of  a  claim 
of  this  type  works  a  real  hardship  on  retired  persons.  Especially  when  there  is 


2738 


ample  evidence  that  claims  submitted  directly  by  a  Physician  are  processed  within 
a  month's  time. 

I  hope  that  the  above  items  may  prove  of  assistance  and  guidance  in  your 
thinking  in  these  matters. 
Very  truly  yours, 

Russell  T.  Des  Jardins. 
Mildred  A.  Des  Jardins. 


Los  Angeles,  Calif.,  October  11, 1969. 
Re  My  request  for  a  "Hearing  by  Letter"  on  Social  Security  Legislation  set  for 

October  15. 
House  Ways  and  Means  Committee, 
House  of  Representatives, 
Congress  of  the  United  States, 
Washington,  B.C. 

Gentlemen  :  I  am  sure  you  will  find  the  contents  of  this  letter  very  acceptable 
and  pertinent  to  the  problems  on  your  agenda  of  "Hearings"  for  Social  Security 
Legislation  which  the  Committee  will  consider. 

The  President's  proposal  to  establish  a  guaranteed  minimum  income  for  every 
citizen  over  sixty-five  may  require  transferring  such  assistance  from  the  States' 
Welfare  Programs  to  a  single  national  payment,  perhaps  in  connection  with 
Social  Security. 

Obviously  such  a  plan  should  prove  to  be  not  only  acceptable,  but  economical 
and  feasible,  but  it  seems  nobody  has  given  thought  to  the  glaring  fact  that  a 
majority  of  these  elderly  Recipients  keep  themselves  alive  by  the  necessity  of 
some  prescription  medication,  and  "Medicare"  does  NOT  provide  "Prescription 
Drugs,"  as  you  know. 

In  my  case — and  a  great  many  more  who  suffer  from  serious  Heart  Disease — 
it  is  compulsory  to  continuously  take  "Isosorbide  Dinitrate"  daily  in  order  to 
exist  and  escape  a  paralyzing  Stroke,  due  to  possible  Coronary  Insufficiency. 

Allow  me  to  suggest  that  such  Recipients  be  permitted  the  continued  protec- 
tion of  their  "Prescription  Medication"  upon  competent  medical  approval  of  the 
need. 

It  has  been  repeatedly  said  by  both  President  Nixon,  and  former  President 
Johnson — when  they  requested  the  Congress  to  increase  payments  of  Social 
Security  during  several  recent  years — that  "the  Increased  payment  would  assist 
the  elderly  to  meet  part  of  the  high  cost  of  living." 

Surely  the  members  of  Congress  don't  intend  to  give  us  fictitious  Legislation 
while  holding  their  "tongues-in-their-cheeks,"  knowing  at  the  time  this  "Increased 
Payment"  will  be  automatically  Deducted  from  Welfare  Assistance  Payments 
in  the  various  States. 

Isn't  this  sort  of  like  "Robbing  Peter  to  pay  Paul" — as  the  good  book  says? 
It  reminds  me  of  an  old  Cliche  the  early  Pioneers  of  the  West  used :  Don't  be 
an  "Indian-Giver" — don't  give  something  and  then  take  it  back. 

Many  of  us  old  folks  wonder  if  you  realize  that  this  is  exactly  what  happens 
each  and  every  time  Congress  grants  an  "Increase  of  Social  Security  Payments" 
in  several  recent  years. 

This  'New  money'  is  immediately  Deposited  in  each  State's  Welfare  Fund, 
leaving  bewildered  Recipients  "Holding-the-Bag"  containing  the  same  amount 
of  purchasing  dollars  they  had  before  this  "Slight-of-hand"  bookkeeping  maneuver 
occurred. 

Some  Congressional  members  have  offered  the  weak  excuse  that  their  State 
takes  care  of  such  a  situation  by  an  "Annual  automatic  'cost-of-living'  Increase" 
of  Welfare  Assistance. 

But  they  failed  to  mention  such  "annual  automatic  'cost-of-living'  Increase" 
is  infinitestimal  compared  to  the  percentage  of  "Increased  Social  Security 
Payments." 

Evidence  to  avoid  giving  such  Social  Security  gratuity  to  the  destitute  elderly 
Recipients  is  provided  by  the  fact  the  California  Legislature  recognized  the 
opportunity  to  create  a  "Political  Football"  of  the  situation,  and  passed  legis- 
lation On  Each  and  Every  Occasion  During  Recent  Years  when  Social  Security 
'Increases'  occurred. 

That  legislation  permitted  Welfare  Assistance  Recipients  to  retain  all  of  the 
Social  Security  "Increased  Payments"  Without  Deduction  From  the  State's 
Assistance  Payments — But  Those  Legislators  Did  Not  Override  the  Governor's 
Vetoes  of  These  Bills.  Can  you  give  a  logical  reason  that  these  oldsters  will 
accept?  It  Can  be  accomplished,  and  both  you  and  I  know  it. 
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Perhaps  Senator  Jennings  Randolph  of  West  Virginia  had  the  correct  solution 
for  this  problem  when  the  advocated  making  All  Social  Security  Benefits  Legally 
Exempt  From  AU  Other  Retirement  Income. 

Regulations  controlling  the  methods  adopted  by  the  States  that  accept  Federal 
Matching  Funds  have  successfully  controlled  the  State's  Welfare  Assistance 
Against  Deductions  For  Specified  Amounts  of  Allowable  Earned  Income  by  the 
Recipients. 

This  prompts  the  obvious  question :  Why  Not  Stop  This  Subterfuge  of  "Indian- 
Giving,"  and  be  More  Honest  About  Promising  Social  Security  Beneficiaries  Some 
"Financial  Assistance  to  meet  Part  of  the  Spiraling  High  Cost  of  Living," — 
which  they  actually  were  promised  ? 

Why  permit  each  State  to  make — with  your  money — a  "Political  Football" 
out  of  such  humanitarian  efforts?  That  is  just  another  example  of  far  too  many 
"Permissive  Laws,"  which  only  breed  more  uncontent  and  disrespect  among  the 
current  crop  of  militants  ? 

I  apologize  for  my  lengthy  letter,  but  I  am  sure  you  understand  it  is  rather 
difficult  to  present  a  complete  picture  of  these  problems  without  essential  sup- 
porting explanation. 

Please  be  assured  of  my  esteem  and  respect,  and  accept  my  best  wishes  for  your 
continued  success. 

Most  sincerely, 

Sidney  Forbes. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  B.C.,  November  20, 1969. 

The  Honorable  Wilbur  D.  Mills, 
Chairman,  Ways  and  Means  Committee, 
Washington,  B.C. 

Dear  Mr.  Chairman  :  Enclosed  is  a  copy  of  a  letter  from  a  constituent,  Mr. 
Richard  C.  Freeman,  III,  concerning  H.R.  14193,  a  bill  to  allow  social  security 
benefits  be  made  payable  to  persons  who  are  blind  after  completing  five  quarters 
of  work. 

I  request  that  the  enclosed  letter  be  included  as  a  part  of  the  hearing  on  H.R. 
14193. 

Sincerely  yours, 

Ben  B.  Blackburn, 
Member  of  Congress,  Fourth  District,  Georgia. 

Atlanta,  Ga.,  November  6, 1969. 

The  Honorable  Benjamin  B.  Blackburn, 
House  of  Representatives, 
Washington,  B.C. 

Dear  Mr.  Blackburn  :  I  would  like  to  enlist  your  support  of  Bill  HR-14193, 
which  has  been  proposed  by  The  Honorable  G.  William  Whitehurst.  Under  this 
Bill,  Social  Security  benefits  would  be  available  for  those  persons  who  are  blind 
with  over  five  (5)  work  quarters. 

I  believe  that  the  present  requirement  of  twenty  (20)  work  quarters  is  harsh 
when  a  handicap  of  this  severity  has  developed.  The  following  situation  has  come 
to  my  attention : 

A  young  man  with  limited  vision  left  his  employment  after  working  under 
Social  Security  for  approximately  five  (5)  years.  Shortly  thereafter,  as  the 
result  of  an  automobile  accident  wherein  he  was  a  passenger,  this  young  man 
became  totally  blind. 

Apparently,  some  of  his  employers'  (construction  work)  records  were 
either  lost  or  the  payments  were  never  made.  In  any  event,  because  of  the 
fact  that  there  were  only  approximately  nineteen  (19)  work  quarters  of 
record,  his  claim  for  Social  Security  benefits  was  denied. 
I  would  appreciate  your  assistance  in  preventing  reoccurrence  of  the  result 
in  the  above  situation.  I  cannot  conceive  that  there  would  be  a  great  number  of 
people  affected  by  the  change  from  twenty  (20)  to  five  (5)  work-quarters.  Thus, 
I  do  not  believe  that  the  change  in  the  work  period  requirement  would  result  in 
an  undue  burden  on  the  moneys  available  for  Social  Security  benefits. 
My  best  wishes  to  you  in  this  endeavor. 
Very  truly  yours, 

Richard  C.  Freeman,  III,  Attorney  at  Latv. 
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Longview,  Tex.,  October  1 4, 1969. 

Mr.  John  M.  Martin,  Jr., 

Chief  Counsel,  Committee  On  Ways  And  Means, 
Longtvorth  House  Office  Building, 
Washington,  D.C. 

Dear  Sir  :  I  understand  that  there  will  be  a  meeting  concerning  Social  Secu- 
rity. Wish  to  advise,  I  am  on  Social  Security,  and  to  tell  you  the  truth,  it  is  a  darn 
hard  matter  to  make  ends  meet.  Every  time  you  go  to  a  grocery  store  they  have 
advanced  their  prices  higher.  So  in  the  end  you  don't  have  a  chance. 

So  I  am  thinking  according  to  other  things,  a  general  increase  of  something 
like  15%  will  be  in  order,  maybe,  I  say  just  maybe,  we  on  Social  Security  will  see 
the  light. 

So  will  appreciate  it  if  you  will  recommend  a  sizeable  increase  so  that  we  poor 
devils  will  have  a  chance  to  survive. 
Thanks. 

Yours  very  truly, 

M.  R.  Holland. 


Concord,  N.C.,  November  3, 1969. 

Mr.  J.  M.  Martin,  Jr., 

Chief  Counsel,  House  Ways  and  Means  Committee, 
Longworth  House  Office  Building, 
Washington,  D.C. 

Dear  Mr.  Martin  :  Prior  to  President  Nixon's  election,  I  noticed  an  article 
in  the  U.S.  News  and  World  Report  to  the  effect  that,  should  Mr.  Nixon  be  elected, 
it  would  be  his  hope  to  improve  the  benefits  which  various  persons  would  receive 
under  the  Social  Security  laws.  I  was  most  disheartened  that  no  mention  was 
made  in  this  article  of  any  consideration  being  given  to  improving  the  benefits 
to  which  a  married  working  woman  is  entitled.  I  wrote  to  Mr.  Nixon  with  refer- 
ence to  the  unfairness  of  this  law,  and  I  received  a  most  unsatisfactory  reply 
to  my  letter. 

I  continue  to  be  disturbed  about  the  unfair  differences  in  the  amount  of  Social 
Security  benefits  to  which  a  working  married  woman  is  entitled  and  those  to 
which  a  married  woman  who  has  never  worked  outside  her  home  and  who  has 
never  paid  any  Social  Security  taxes  is  entitled. 

I  understand  that  an  amendment  to  the  Social  Security  law  whereby  a  widow 
would  receive  100%  of  the  benefits  to  which  her  husband  would  be  entitled  is 
under  study  by  the  House  Ways  and  Means  Committee. 

If  my  understanding  of  the  present  Social  Security  laws  is  correct,  I,  a  working 
married  woman,  would  receive  nothing  under  my  husband's  benefits  should  I, 
prior  to  my  husband's  death,  choose  to  receive  benefits  under  the  Social  Security 
taxes  which  I  have  paid ;  and  if  I  did  so  choose,  then,  I,  in  case  of  my  husband's 
death,  would  not  be  entitled  to  receive  the  82.5%  (considered  100%)  of  my 
husband's  benefits,  but,  instead,  I  would  receive  a  mere  pittance  toward  my 
husband's  burial  expenses. 

Again,  if  my  understanding  of  the  present  law  is  correct,  a  married  woman 
who  has  never  worked  outside  her  home  and  who  has  never  paid  any  Social 
Security  taxes  is  entitled  to  receive  one-half  of  her  husband's  benefits  on  her 
husband's  reaching  65  years  of  age,  and,  in  case  of  her  husband's  death,  she  would 
be  entitled  to  receive  82.5%  (considered  100%)  of  her  husband's  benefits. 

Why  should  a  working  married  woman  who  has  paid  Social  Security  taxes,  as 
has  her  husband,  and  who  does  elect  to  receive  benefits  under  the  taxes  she  has 
paid  not  be  able  to  receive,  also,  benefits  under  her  husband's  taxes,  just  as  a 
woman  who  has  never  paid  any  Social  Security  taxes  and  who  has  never  worked 
outside  her  home  receives ;  and  why,  in  case  of  her  husband's  death,  should  a 
working  married  woman  not  receive  the  82.5%  (considered  100%)  of  her  hus- 
band's benefits,  just  as  a  woman  who  has  never  worked  outside  her  home  and  who 
has  never  paid  any  Social  Security  taxes  receives? 

In  more  instances  than  not,  I  am  sure  you  will  agree,  the  married  woman  who 
has  never  paid  any  Social  Security  taxes  would  receive  more  Social  Security 
benefits  in  either  of  the  above-mentioned  instances  than  would  the  working 
married  woman  who  has  paid  Social  Security  taxes. 

I  doubt  that  one  married  woman  out  of  a  thousand  works  outside  her  home 
for  the  pleasure  of  it,  but,  instead,  she  works  to  help  meet  the  family's  ever- 
rising  living  costs.  Too,  I  doubt  that  one  time  out  of  a  thousand  would  a  married 
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woman  who  has  never  worked  outside  her  home  need  the  one-half  of  her  husband's 
benefits,  or,  in  case  of  her  husband's  death,  the  82.5%  which  is  now  paid.  Had  she 
needed  to  work,  plenty  of  work  has  been  available  to  enable  ber  to  rightfully 
deserve  the  income  to  which  she  is  now  entitled  under  the  Social  Security  laws 
of  this  country.  Too,  I  am  quite  sure  that  most  working  married  women  would  be 
left  in  straitened  circumstances  were  it  necessary  for  them  to  depend  solely 
on  their  income  from  Social  Security  benefits.  It  appears  to  me  that  the  Govern- 
ment is  "robbing  Peter  to  pay  Paul,"  and  Peter  was  the  poorer  to  begin  with,  in 
this  case. 

I  do  not  think  many  women  who  work  have  had  the  unfairness  of  this  law 
'"brought  home"  to  them ;  however,  I  did  notice  an  article  by  Sylvia  Porter  some 
months  back  with  reference  to  the  married  working  women  of  this  country 
being  "left  out  in  the  cold"  insofar  as  Social  Security  benefits  are  concerned. 

Don't  get  me  wrong,  I  am  not  contemplating  "doing  away"  with  my  husband 
just  to  get  his  Social  Security  benefits,  but  I  am  just  trying  to  bring  the  unfairness 
of  this  law  insofar  as  the  working  married  woman  is  concerned  to  the  attention 
of  the  proper  authorities  in  our  Government  so  that  steps  will  be  taken  by  them 
to  correct  this  injustice  which  is  being  paid  the  working  married  women  of  this 
country. 

I  ask  that  this  letter  be  bandied  about  to  the  Members  of  the  House  Ways  and 
Means  Committee,  or  to  whomever  it  should  be  given,  and  I  shall  appreciate  hear- 
ing from  the  Members  of  this  Committee  as  to  whether  provision  is  included  in 
the  amendments  to  the  Social  Security  laws  which  are  now  under  study  for 
improving  the  plight  of  the  millions  of  working  married  women  of  the  United 
States  insofar  as  their  Social  Security  benefits  are  concerned,  and,  if  not,  why  not? 

If  this  letter  is  not  in  proper  form  for  submission  to  the  Members  of  the  House 
Ways  and  Means  Committee  or  if  additional  copies  are  needed,  I  shall  be  glad 
to  put  the  letter  in  whatever  form  you  suggest  and  send  to  you  whatever  number 
of  copies  you  may  need. 

I  shall  appreciate  your  cooperation  in  seeing  that  this  letter  is  distributed  as  I 
have  requested. 

Very  truly  yours, 

Leona  L.  Jewell 
Mrs.  It.  K.  Jewell. 


Arlington,  Va.,  November  12,  1969. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Ways  and  Means  Committee, 

Bouse  of  Representatives,  Washington,  D.C. 

Dear  Chairman  Mills  :  In  August  1968,  President  Johnson  said  that  Medicare 
"i'S  too  good  a  thing  to  fudge  on."  Somebody  certainly  "fudged"  when  the  authority 
to  study  the  health  economy  was  omitted  from  the  Social  Security  Law.  I  com- 
plained about  this  in  a  letter  to  the  Senate  Finance  Committee  just  before  Medi- 
care was  passed.  But  I  only  succeeded  in  getting  Senator  Russell  B.  Long,  now  its 
Chairman,  to  mention  the  problem  once  on  the  Senate  floor.  He  said  its  worth 
could  be  "better  judged  by  an  economist  than  an  actuary"  but  in  the  same 
speech  elsewhere  and  later  in  the  operation  of  the  program  economy  plays 
second  fiddle,  if  any,  to  concern  for  a  hypothetical  "actuarial  soundness."  A  dis- 
cussion of  this  problem  at  some  length  appeared  in  my  letter  of  March  16,  1967, 
addressed  to  you,  which  may  be  found  on  pages  2445-9  of  your  Committee's 
Hearings  on  H.R.  5710,  "Social  Security  Amendments  of  1967." 

In  the  two  Annual  Reports  to  Congress  on  Medicare  by  H.E.W.  Secretary 
Wilbur  J.  Cohen  we  see  this  area  sealed  off  from  the  planning-programing- 
budgeting  system  (PPBS)  which  President  Johnson's  Executive  Order  of  August 
25,  1965  called  for.  Before  the  National  Conference  on  Medical  Costs,  convened 
in  June  1967,  at  the  direction  of  the  President,  the  then  H.E.W.  Secretary  John 
W.  Gardner  called  for  a  "radical  shift  of  emphasis"  from  the  "financing  mecha- 
nism" to  the  examination  of  "the  efficiency,  the  productivity,  and  the  logic  of 
the  system  of  delivering  health  care." 

I  wrote  President  Nixon  a  letter  on  August  19  to  which  I  have  not  yet  received 
a  reply.  I  asked  when  economic  analysis  will  begin  in  Medicare.  In  the  Report  of 
the  Advisory  Council  on  Social  Security,  1965,  the  Congressional  "Bible"  when 
Medicare  was  enacted,  costs  to  humans  is  ignored  in  favor  of  "costs"  to  a  fund. 
Established  practices,  now  excoriated  by  H.E.W.  officials,  were  officially  pro- 
nounced "reasonable,"  and  are  now  called  that  in  the  law.  Blue  Cross  and  the 
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American  Hospital  Association,  even  when  in  conflict  with  sound  economics  as 
portrayed  in  reports  by  the  American  Medical  Association  and  the  Public  Health 
Service,  were  given  a  green  light  in  this  report  upon  which  Congress  was  de- 
pendent for  information.  No  wonder  that  Senator  Abraham  Ribicoff,  an  ex-H.E.W. 
Secretary,  upbraided  Congress  on  February  17,  1967  for  "abdication  of  respon- 
sibility" because  of  undue  and  exclusive  reliance  on  the  H.E.W.  in  formulating 
the  Medicare  program.  The  means  to  exercise  "independent  judgment"  had 
not  been  made  available.  In  my  March  16,  1967  letter  you  you,  mentioned  above, 
I  explore  this  in  some  detail. 

I  attempted,  as  the  result  of  an  assignment  in  the  Social  Security  Administra- 
tion, to  get  started  the  necessary  economic  analysis  of  Medicare.  I  failed  there 
but  the  published  record  of  your  Committee's  Hearings  on  H.R.  3920,  "Medical 
Care  for  the  Aged"  (pages  2496-2502)  contains  some  of  my  thoughts,  including 
a  prophecy  that  Medicare  contracts  might  have  to  be  "renegotiated"  and  as  an 
exchange  of  letters  with  Governor  George  Romney,  who  tried  to  defend  the 
McNerney-University-of -Michigan  Study  of  Hospital  and  Medical  Economic 
against  my  criticism,  which,  however,  he  called  "thoughtful." 

"Relevant  to  mapping  out  a  statistical  and  research  program  for  the  proposed 
Medicare  bill,"  my  assignment  was  to  "prepare  a  summary  analysis  of  findings" 
of  the  McNerney-University-of-Michigan  Study  of  Hospital  and  Medical  Eco- 
nomics. My  report  showed  that  this  study  was  deficient  in  economic  analysis.  I 
asked  Governor  Romney  to  tell  me  why  cost  reduction  as  a  desirable  goal  had 
been  completely  omitted  from  consideration,  contrary  to  explicit  inclusion  in 
the  terms  of  reference  set  up  for  the  study,  but  got  no  satisfactory  reply  from 
him.  The  lack  of  interest  or  understanding  of  this  theme  did  not  prevent  Mr. 
McNerney  from  becoming  President  of  Blue  Cross.  He  is  now  Chairman  of  the 
panel,  appointed  by  H.E.W.  Secretary  Robert  H.  Finch,  which  will  study  Medic- 
aid and  Related  Problems  and  is  slated  to  lead  us,  Moses-like,  out  of  the 
wilderness. 

On  October  14,  1969,  testifying  before  the  Subcommittee  on  Fiscal  Policy  of  the 
Joint  Economic  Committee,  Social  Security  Deputy  Commissioner  Arthur  E.  Hess 
was  unable  to  answer  the  question:  "Where  are  the  consumers  represented?" 
Chairlady  Martha  W.  Griffiths,  also  a  member  of  your  Committee,  asked  this 
question.  She  went  on  to  say :  "Now,  if  we  are  going  to  have  planning  why 
shouldn't  it  be  be  done  at  least  on  the  national  level?"  She  strongly  doubted 
"whether  Blue  Cross  is  really  concerned  with  the  consumers'  interest"  and 
thought  that  "Blue  Cross  is  concerned  with  Blue  Cross"  only. 

In  his  prepared  statement  then,  Mr.  Hess  said  that  "increased  costs  were 
not  nearly  all  due  to  labor  costs.  There  have  been  improvements  in  technology 
and  in  content  of  care — e.g.  intensive  care  for  coronary  patients — that  have  added 
to  the  efficacy  as  well  as  the  price  of  services."  No  competent  economist  would 
say  that  improved  technology  is  cost-increasing;  rather  it  is  the  main  reason 
for  cost  reduction  in  our  industrial  system.  To  quote  from  my  letter  to  the 
Senate  Finance  Committee,  mentioned  in  the  first  paragraph  above ;  "...  a 
difference  in  utilization  is  called  a  difference  in  costs.  But  spending  more  for 
health  when  you  are  getting  more  for  your  money  does  not  mean  higher  costs. 
The  actuarial  terminology  makes  it  seem  the  rich  have  higher  costs  than  the 
poor.  In  this  connection,  it  should  be  pointed  out  that  the  terms,  'high  cost,' 
'low  cost,'  &  'intermediate  cost,'  as  used  by  the  Chief  Actuary  of  the  Social 
Security  Administration,  accord  with  actuarial,  not  economic  usage." 

I  was  frustrated  in  the  Social  Security  Administration  because  I  could  get 
nobody  to  think  like  an  economist.  In  a  letter  to  me,  dated  May  25,  1964,  Mr. 
Robert  J.  Myers,  the  Chief  Actuary,  said :  "The  subject  of  whether  medical  care 
can  be  furnished  more  economically  and  efficiently  than  at  present  is  not  one  of 
actuarial  science  or  economics,  but  rather  one  of  medicine  and  medical  adminis- 
tration." When  I  asked  him  whether  two  series  of  figures,  which  I  thought  were 
non-comparable,  were  appropriately  compared  "for  determining  the  economic 
feasibility  of  the  program,"  he  replied,  in  a  letter  dated  August  10,  1966,  "that 
I  cannot  answer  your  question,"  because  "it  is  not  my  responsibility  for  making 
the  mentioned  determination,"  i.e.  about  the  economic  feasibility  of  the  program. 
(See  page  A208,  Senate  Finance  Committee  Hearings  on  H.R.  12080,  "Social 
Security  Amendments  of  1967.")  His  present  position  is  that:  "Principal  respon- 
sibility for  the  cost  estimates  for  the  Medicare  program  (except  for  certain 
'economic'  assumptions)  has  always  been  assigned  to  me."  (Page  445,  Senate 
Finance  Committee  Hearings  on  "Medicare  and  Medicaid,"  July  1  &  2,  1969.) 
When  I  asked  my  supervisor,  in  the  presence  of  my  branch  chief,  why  I  had 
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gotten  nor  response  to  my  assigned  report,  when  Governor  Romney  was  gracious 
enough  to  respond  over  his  own  signature,  I  was  told,  they  did  not  want  my 
"economic  judgment."  Whose,  then? 

The  Division  of  Disability  Operations  of  the  Social  Security  Administration  of 
which  the  present  Deputy  Commissioner  Arthur  E.  Hess  was  then  Director, 
had  had  no  use  for  economists.  The  Health  Insurance  Task  Force,  set  up  in  that 
division  to  plan  for  the  implementation  of  the  expected  Medicare  law,  had 
accountants,  statisticians,  sampling  theorists  and  various  types  of  administrative 
specialists,  but  nobody  who  thought  in  terms  of  economics.  The  economist's  main 
concern  is  not  with  money  but  with  what  money  buys ;  that  is,  he  asks  for  the 
best  health  results  at  a  given  cost  or  the  least  cost  for  given  health  results. 
He  wants  to  know  what  is  being  paid  for,  why  it  costs  so  much,  and  how  to  get 
it  at  less  cost  The  Medicare  program  is  now  in  the  hands  of  actuaries,  not 
economists. 

In  actuarial  parlance,  every  beneft  to  a  human  being  is  a  cost  to  a  fund,  but 
in  economic  language  every  benefit  has  a  cost  we  want  to  minimize.  The  actuary 
says  that  if  less  benefits  are  promised  we  have  "actuarial  soundness"  or  "health" 
(a  synonym  for  "soundness").  He  does  not  judge  the  health  of  the  fund  in  terms 
of  the  health  of  the  people  it  is  supposed  to  serve.  I  do  not  sneer  at  his  role,  since 
the  peace  of  mind  of  those  paying  the  bills  is  also  a  factor  in  mental  health.  How- 
ever, as  Chief  Actuary  Myers,  also,  seems  to  imply  when  he  says  he  is  not  re- 
sponsible for  "certain  'economic'  assumptions,"  economic  choices  and  priorities 
are  outside  the  actuarial  function. 

The  economist  is  interested  in  the  health  of  those  the  fund  is  supposed  to  serve. 
He  calls  it  "false  economy"  when  money  is  saved  at  the  expense  of  what  is  more 
important  than  that  money.  He  is  commanded  to  show  the  best  way  to  bring- 
about  good  results.  Economy  means  not  merely  foreseeing  the  future,  as  in  a 
crystal  ball  or  an  actuarial  report,  but  shaping  the  future  to  get  the  most  from 
limited  resources. 

My  report  fell  upon  deaf  ears  in  the  Social  Security  Administration  but  I  was 
saved  from  despondency  by  your  Committee  which  accepted  for  its  printed  record 
of  your  1964  Hearings  on  H.R.  3920,  "Medical  Care  for  the  Aged,"  (pages  2496- 
2502),  in  spite  of  its  disorganized  form,  material  from  me,  including  my  exchange 
of  letters  with  Governor  George  Romney.  On  January  9,  1965,  I  wrote  a  letter  to 
President  Johnson,  discussing  my  distinction  between  "actuarial  soundness" 
and  "  economic  feasibility,"  in  which  I  quoted  from  a  speech  you  delivered  in 
Little  Rock,  Arkansas,  on  Dec.  2,  1964,  which  I  thought  was  to  the  point.  I  am 
sending  you  a  copy  of  this  letter,  together  with  one  printed  in  the  Washington 
Star  of  Jan.  6,  1965,  with  quotations  from  your  speech.  I  would  appreciate  your 
including  these  in  the  record  of  your  current  Social  Security  Hearings,  together 
with  this  letter. 

Representative  Martha  W.  Griffiths  asked  Mr.  Hess  on  Oct.  14,  "Is  there  any- 
thing the  Government  could  do  now  or  in  the  new  Social  Security  Bill  coming  up 
that  could  possibly  reduce  these  costs  .  .  .  ?"  Mr.  Hess  replied  there  would  be  put 
before  your  Committee  "a  number  of  proposals  for  cost-amelioration  or  cost- 
effectiveness  which  the  Department  has  already  talked  about  in  general 
terms  .  .  ."  No  sign  of  these  may  be  found  in  the  only  two  Reports  to  Congress  on 
Medicare,  or  the  only  one  Report  to  Congress  by  the  Health  Insurance  Benefits 
Advisory  Council,  which  I  discuss  in  a  letter  to  Senator  Erlmud  S.  Muskie, 
Chairman,  of  the  Subcommittee  on  Health  of  the  Elderly,  Special  Committee  on 
Aging,  which  will  appear  in  their  printed  record  of  recent  hearings.  In  this  letter 
I  give  grounds  for  skepticism,  based  on  the  Work  Plans  of  the  Social  Security 
Administration  I  have  examined.  I  cannot  understand  how  soundly  based  pro- 
posals can  be  available  for  your  Committee  without  hard  work  and  thinking  in 
economic  terms  which  so  far  the  Social  Security  Administration  has  neglected, 
as  I  show  in  my  letter  to  Senator  Muskie. 
Yours  sincerely, 

Sidney  Kobetz. 
Washington,  D.C.,  January  9, 1965. 

President  Lyndon  B.  Johnson, 
The  White  House, 
Washington,  B.C. 

Dear  Mr.  President  :  In  spite  of  the  fact  that  the  Federal  budget  of  1965  for 
the  first  time  had  comprehensive  figures  on  health  expenditures,  it  was  not  till 
your  message  to  Congress  two  days  ago  that  the  much-needed  "program  defini- 
tion" has  come.  The  Senate  Subcommittee  on  Reorganization  and  International 
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Organizations,  under  the  chairmanship  of  Hubert  H.  Humphrey,  issued  Senate 
Report  No.  142,  calling  for  a  study  of  the  "overall  costs  to  society  of  disease  and 
disability."  This  has  hardly  been  noticed.  But  before  such  a  study  can  be  defined, 
much  less  accomplished,  a  spark  was  needed  which  you  have  just  provided.  (87th 
Cong.  1st  Session,  1961) 

Last  April,  Congressman  Fogarty  asked  on  the  House  floor,  "Is  there  any  other 
good  that  stands  equally  with  health  in  making  a  difference  to  everything  we 
do?"  One  would  not  have  thought  that,  judging  by  where  Congress  puts  its 
money.  Now  I  learn  from  you  that  he  was  echoing  Thomas  Jefferson's  1787 
statement  that  "without  health  there  is  no  happiness.  An  attention  to  health, 
then,  should  take  the  place  of  every  other  object." 

[From  the  Washington  Star,  Jan.  6,  1965] 

Medicare  and  Economics 

Sir:  David  Lawrence  emphasizes  (Dec.  31)  that  "many  people  would  like 
to  see  the,  government's  role  kept  to  a  minimum"  in  the  field  of  medical  care.  How- 
ever, Chairman  Wilbur  D.  Mills  of  the  House  Ways  and  Means  Committee,  in  a 
speech  on  December  2  emphasized  what  he  called  "the  partnership  of  government 
and  private  effort." 

Mills  has  received  a  bad  press.  He  has  been  made  the  main  scapegoat  for  the 
fact  we  have  not  come  to  final  agreement  concerning  various  proposals  before 
Congress.  Unfortunately,  his  best  thinking  does  not  appear  in  the  hearings  of 
the  Ways  and  Means  Committee  on  medical  care  for  the  aged. 

He  said :  "We  need  to  reach  broader  agreement  on  how  to  use  limited  funds 
most  wisely  in  terms  of  continuity  of  care  for  the  aged,  maximum  harnessing  and 
stimulation  of  private  expenditures  for  and  by  the  aged,  and  the  most  provocative 
impact  on  the  voluntary  system  as  a  whole,  i.e.,  serving  all  age  groups."  This  is 
the  way  he  summarized  his  December  2  speech  in  Little  Rock,  Arkansas.  He 
also  said  then  that  "financing  health  care  for  the  aged  does  constitute  a  special 
problem,  that  some  aged  do  not  presently  have  adequate  protection  against  the 
costs  of  illness  and  that  further  strengthening  of  government  programs  is  called 
for." 

To  my  mind,  the  main  contribution  of  Chairman  Mills  was  the  recognition  that 
the  problem  is  more  than  a  question  of  "actuarial  soundness,"  but  includes  ques- 
tions of  economic  feasibility. 

Sidney  Koretz. 

I  feel  the  distinction  in  my  January  6  Star  letter  between  "actuarial  soundness" 

and  "economic  feasibility"  is  related  to  one  of  your  Great  Society  criteria  men- 
tioned in  your  State-of-the  Union  message  :  "The  Great  Society  asks  not  only  how 
much  but  how  good  ...  It  proposes  as  the  first  test  for  a  nation ;  the  quality  of 
its  people."  A  new  economics  is  arising  which  says  our  greatest  capital  is  human 
capital.  To  maximize  the  utility  of  this  capital  is  to  increase  the  wealth  of  society. 
True  economy  turns  out  humanitarian  value  as  well  as  economic  value. 

Representative  Wilbur  D.  Mills,  in  his  December  2  speech,  asked  that  "the 
costs  of  the  benefits  must  be  realistically  projected,"  referring  to  possible  "medi- 
care" programs.  So  far,  only  "costs"  to  funds  have  been  delineated  or  projected. 
The  study  of  costs  to  hospitals,  patients,  the  economy,  that  is,  to  people  has  been 
neglected.  It  is  hardly  ever  mentioned  that  costs  to  some  may  be  revenue  to 
others. 

Brian  Abel-Smith  and  Richard  M.  Titmuss,  in  The  Cost  of  the  National  Health 
Service  in  England  and  Wales  (1956)  gave  as  one  of  the  reasons  the  British 
grossly  underestimated  what  it  would  cost  them :  "unrealistic  cost  concepts."  In 
this  country,  we  usually  point  to  "insufficient  data"  as  the  culprit,  taking  con- 
cepts for  granted. 

Even  official  Government  reports  keep  talking  of  "costs"  in  a  confused  manner. 
This  fosters  a  defeatist  attitude  towards  programs  which  are  economically 
feasible,  given  the  will  to  make  them  so. 
Yours  sincerely, 

Sidney  Koretz. 
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Bethel  Lutheran  Church, 
Little  Falls,  Min/n.,  October  22,  1969. 

The  Honorable  Wilbur  Mills, 

Longworth  House  Office  Building,  Washington,  D.C. 

Dear  Representative  Mills  :  This  is  to  state  my  views  concerning  the  pro- 
posals of  President  Nixon's  welfare  reform  legislation.  I  would  like  to  support 
the  f  ollowing  parts  of  the  proposal : 

1.  The  provision  whereby  fathers  no  longer  need  to  desert  their  children 
to  make  them  eligible  for  welfare  benefits. 

2.  The  proposal  of  being  able  to  keep  part  of  earned  income  and  still  be 
eligible  for  welfare  benefits. 

3.  The  "work  poor"  being  eligible  for  help  under  the  Family  Assistance 
plan. 

4.  A  guaranteed  minimum  annual  income. 

5.  A  provision  of  day  care  centers  for  working  mothers. 

6.  The  relief  that  would  be  provided  to  states  and  cities  for  welfare  costs. 
I  would  like  to  indicate  my  opposition  concerning  the  following  parts  of  the 

proposal : 

1.  The  income  floor  of  $1,600.00  is  too  low. 

2.  There  is  no  provision  for  cost  of  living  variations  in  family  assistance  in 
various  parts  of  the  country. 

3.  The  requirement  that  welfare  mothers  work  after  their  children  reach 
school  age.  (I  feel  this  might  seriously  affect  the  fabric  of  family  life.) 

Thank  you  for  your  consideration  of  this  letter. 
Very  truly  yours, 

Robert  L.  Munneke,  Pastor. 

James  C.  Seaver, 
Accounting  and  Tax  Service, 
Muskegon,  Mich.,  October  31,  1969. 

John  M.  Martin,  Jr., 

Chief  Counsel,  Committee  on  Ways  and  Means, 
Longworth  House  Office  Building, 
Washington,  D.C. 
Dear  Mr.  Martin  : 

Base  Bate. — I  feel  the  base  rate  should  not  be  raised  at  all.  Raising  the 
base  rate,  only  cuts  down,  in  a  deceitful  way,  the  benefits  for  those  in  the 
low  income  bracket  at  retirement. 

Rates. — I  don't  think  the  rates  should  be  increased  because  it  would  only 
work  a  greater  hardship  on  those  beginning  to  work  and  at  a  time  when 
they  are  rearing  a  family  as  well  and  usually  with  a  smaller  income.  Add 
these  rates  to  those  deductions  for  federal  and  state  income  taxes  leaves  an 
average  of  about  72%  take  home  pay. 
I  feel  it  is  deceitful  to  promote  greater  benefits  unless  they  can  be  raised  with- 
out an  increase  in  cost  to  employee  or  employer.  I  feel  that  the  high  social  secu- 
rity rates  already  being  imposed  now  is  placing  a  mortgage  on  our  children  for 
life. 

Frankly,  I  feel  that  social  security  is  worthless  to  many  people,  as  now 
operated.  As  a  self  employed,  last  year  I  paid  in  $499.20.  With  this  in  mind  and 
the  already  planned  increases,  I  will  pay  in  more  prior  to  retirement  age  of  65 
than  I  can  ever  expect  to  draw,  unless  I  live  to  be  at  least  100.  Also  if  I  should  die 
before  I  am  62  and  my  wife  likewise,  we  could  expect  to  draw  approximately 
$400.00  together. 

I  maintain  that  I  could  expect  about  ten  (10)  times  as  much  from  a  personal 
plan  worked  out  by  myself.  To  me,  social  security  was  never  planned  to  provide 
for  complete  retirement,  and  should  not  be  increased  at  this  time. 

It  is  not  fair  to  further  burden  our  children  and  their  children.  A  person 
starting  to  work  today  will  never  live  long  enough  to  draw  out  what  they  pay  in. 
Is  this  fair?  Let's  not  further  deceive  our  children  ! 
Very  truly  yours, 

James  C.  Seaver. 
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East  Liverpool,  Ohio,  October  26, 1969. 

Hon.  Wilbur  Mills, 

Chairman,  Committee  on  Ways  and  Means, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  Thank  you  for  your  reply  to  my  letter  of  October  18  in 
which  I  offered  my  services  to  your  committee  in  connection  with  the  hearings 
now  being  conducted  on  the  President's  family  assistance  proposal.  With  your 
permission,  I  prefer  to  file  this  written  statement  with  the  committee. 

Welfare  in  the  present  form  does  not  differentiate  between  those  who  are  physi- 
cally able  to  work  and  those  who  are  physically  unable  to  work  except  by  such 
categorization  as  AFD  (Aid  for  Disabled),  A  FA  (Aid  for  the  Aged),  and  AB 
(Aid  for  the  Blind).  Since  total  and  permanent  disability,  the  age  of  65  or  over, 
and  legal  blindness  are  all  irreversible  conditions,  these  recipients  have  needs 
that  can  be  considered  more  or  less  stationary. 

If  AFD,  AFA,  and  AB  were  placed  under  separate  administrations  and  a  guar- 
anteed income,  the  tax  savings  possible  could  stagger  the  imagination.  Under  the 
present  system  a  public  assistance  caseworker  handles  all  Federal  welfare 
categories  in  the  district  to  which  the  caseworker  is  assigned.  Both  the  adult 
category,  which  are  those  I  just  mentioned,  and  the  child  category,  i.e.,  Aid  to 
Dependent  Children. 

In  1966  Greenleigh  Incorporated  made  a  study  of  poverty  in  Cook  County, 
Illinois,  and  isolated  six  basic  causes  of  poverty.  By  using  the  numbers  one  to 
six  or  an  applicable  combination  thereof  as  called  for,  the  reason  or  reasons  why 
able-bodied  persons  are  on  welfare  can  be  learned  and  the  necessary  solution 
applied  to  the  specific  problem  or  problems  of  the  recipient  or  applicant.  This  is 
not  being  done. 

Instead  of  separating  the  recipients  according  to  their  respective  needs,  the 
caseworkers  have  been  separated,  not  according  to  their  work  experience  or 
capabilities,  but  by  their  education. 

This  is  one  of  the  major  factors  in  the  rising  costs  of  welfare  since  1966.  Recent 
college  graduates  are  being  hired,  given  two  weeks  orientation  and  a  caseload. 
After  gaining  a  year  or  so  of  work  experience,  they  usually  leave  for  better  paying 
jobs.  The  caseloads  are  reeling  and  the  public  assistance  caseworkers  without 
college  degrees,  but  with  five  to  thirty  years  agency  experience,  have  been  frozen 
in  lower  classifications  and  pay  scales  than  the  new  caseworkers  with  college 
degrees.  The  result  has  been  a  mass  exodus  and  very  low  morale  of  those  who 
are  indeed  the  backbone  of  public  assistance  agencies.  Everytime  Detroit  puts  out 
a  new  model  car  they  don't  restaff,  they  retool.  Please  consider  this  analogy  in 
terms  of  costs  and  loss  if  it  were  to  be  done  in  Detroit. 

I  have  devised  new  casework  tools,  i.e.,  simplified  methods  of  caseworkers  that 
can  be  used  nationwide.  These  were  recently  forwarded  to  Mr.  Truelson,  director 
of  work  and  training  programs  (HEW).  May  I  respectfully  propose  they  be  used 
as  the  casework  base  for  the  President's  new  family  assistance  program.  Since 
as  each  area  needs  are  identified,  the  social  disorganization  that  expresses  itself 
in  high  rates  of  delinquency,  vice  in  crime  will  lessen  as  needs  are  met. 
Sincerely, 

Mrs.  Thomas  Taylor. 


Roanoke,  Va.,  October  24,  1969. 

The  Honorable  Wilbur  Mills, 
Chairman,  Ways  and  Means  Committee, 
House  of  Representatives, 
Longworth  House  Office  Building, 
Washington,  D.C. 

Dear  Mr.  Mills  :  I  have  just  learned  that  the  Ways  and  Means  Committee  has 
begun  hearings  on  the  Nixon  welfare  proposals,  and  I  would  like  to  express  myself 
as  a  concerned  citizen. 

It  is  my  feeling  that  the  proposals  are,  in  several  respects,  a  step  in  the  right 
direction.  I  see  merit  in  the  following  areas  of  the  proposal : 

1.  The  setting  of  a  national  minimum  amount  of  assistance 

2.  The  inclusion  of  the  "working  Poor"  in  the  "Family  Assistance  System" 

3.  The  establishment  of  need  as  the  criteria  for  assistance  and  the  conse- 
quent elimination  of  such  things  as  "the  man  in  the  house"  rule  that  has  been 
applied  in  many  states 
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4.  The  enlargement  of  the  concept  of  work  incentives  which  allows  the 
poor  to  retain  the  first  $60  in  earned  monthly  income  plus  one-half  of  the 
remainder  without  jeopardizing  their  eligibility  to  receive  the  assistance  to 
which  they  are  entitled 

5.  The  separation  of  income  maintenance  from  social  services  by  placing 
the  administration  of  the  new  program  under  the  Social  Security 
Administration 

6.  The  expressed  intention  to  improve  job  training  and  job  placement 
services 

However,  there  are  some  areas  of  the  proposal  about  which  I  have  reservations  : 

1.  The  work  requirement  which  makes  it  mandatory  for  everyone  receiving 
benefits  ( except  mothers  with  pre-sehool  children )  to  accept  work  or  training 
(I  feel  that  other  mothers  should  be  free  to  decide  whether  work  outside 
their  homes  is  in  the  interest  of  their  families. ) 

2.  The  work  requirement  provision,  which  I  feel  needs  to  be  carefully 
worded  so  as  not  to  become  punitive  in  its  administration 

3.  The  elimination  of  the  food  stamp  program  (if,  in  fact,  this  is  part  of 
the  proposal) 

4.  The  inadequate  level  of  assistance  which  is  advocated  (Granted,  my  own 
state  of  Virginia  is  among  those  states  which  will  receive  some  benefit,  but 
many  others  will  receive  little  benefit.) 

I  am  grateful  for  the  opportunity  to  express  my  views  in  a  letter  and  trust 
that  my  individual  concern  will  receive  your  attention.  Thank  you  very  much. 
Respectfully  submitted. 

Mrs.  Joann  S.  Tolmie. 


Sir  :  On  November  7th,  I  called  at  your  office  in  person,  and  I  got  a  verbal  per- 
mission from  you  to  enter  this  recommendation,  and  to  have  it  included  in  the 
printed  report  of  the  Social  Security  and  Welfare  Proposals  beginning  October  15, 
1969. 

In  order  to  qualify  for  the  maximum  Social  Security  benefits  a  person  born 
1901,  had  to  earn  through  an  employer,  the  sum  of  $3,000.00  yearly  from  year 
1937,  $3600  from  1951,  $4200  from  1955,  $4800  from  1958,  and  $6,600.00  a  year  from 
1966  past  his  birthday  in  1966.  A  certain  number  of  all  Americans  have  done  that 
without  a  hitch. 

It  represents  an  average  lifetime  working  contribution,  and  will  also  bring  a 
reasonable  affluence  such  as :  a  home  paid  for,  children  well  taken  care  of,  ear 
and  household  in  working  order,  plus  a  portfolio  of  investment. 

Later  on  the  laws  have  been  changed  such  that  if  the  five  best  years  out  of  the 
last  10  years  before  retirement  average  the  sum  of  $390  per  month,  it  will  give 
maximum  Social  Security  benefits.  The  reason  for  this,  I  venture  to  say,  is  the 
assumption  that  a  person  being  able  to  earn  the  maximum  up  to  retirement  age 
must  have  been  contributing  all  along  his  working  days.  This  group  will  most 
likely  also  be  well  fixed  like  those  first  mentioned. 

Now  comes  the  group  that  has  been  earning  maximum  up  to  the  last  10  years, 
and  then  for  some  reason  or  other  goes  to  pieces,  and  moving  from  job  to  job 
finally  winds  up  with  minimum  Social  Security  benefits,  no  nest  egg  of  any 
kind,  and  maybe  even  poor  health.  These  people  may  have  been  drifting  along 
and  realities  finally  caught  up  with  them,  or  something  bigger  than  them  has 
knocked  them  out. 

I  feel  that  laws  should  be  made  to  establish  offices  to  evaluate  if  some  of  the 
last  mentioned  group  have  not  worked  and  contributed  equally  as  the  first  group, 
and  therefor  should  also  enjoy  the  maximum  Social  Security  benefits.  The  fact 
that  the  bookkeeping  plainly  shows  that  they  did  not  pay  into  Social  Security 
during  the  last  10  years  before  retirement  tells  nothing  about  what  they  actually 
contributed  before  that  time  to  the  development  of  the  United  States. 

In  my  case,  I  was  moving  along  in  Detroit,  Michgian,  with  the  first  group  up 
to  January  1944,  when  I  made  a  decided  change,  on  my  own  volition,  I  moved 
from  a  job  at  Dodge  Truck  Engineering  Department,  Highland  Park,  where  I 
had  been  employed  since  November  1935.  I  had  a  nice  pension  arrangement,  left  a 
comfortable  home,  all  paid  for,  and  took  a  $100.00  monthly  cut  in  pay  and  started 
working  at  Battelle  Memorial  Institute,  Columbus,  Ohio,  because  I  felt  that  the 
Masters  Degree  in  Mechanical  Engineering  I  earned  in  1924  at  The  Polytecknical 
Institute,  Copenhagen,  Denmark,  would  be  better  utilized. 
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In  September,  1960,  I  left  New  York  on  a  freighter  for  my  native  country. 
Denmark,  in  order  to  start  a  "new  life"  at  59  years  of  age.  I  was  sick,  I  left  with 
a  debt  of  $900.00.  My  wife  in  Florida  to  dispose  of  our  home. 

I  feel,  and  I  believe  I  have  the  proofs,  that  I  did  contribute  way  over  what  I 
would  have  done  if  I  had  stayed  in  Detroit  in  my  secured  job  during  the  years 
from  1944  to  1966. 

What  I,  since  1963  have  been  able  to  convey  to  the  Social  Security  Administra- 
tion has  been  absolutely  Zero.  I  have  a  fair  case,  and  they  take  it  as  a  cock  and 
bull  story. 

A  well  staffed  office  with  intelligent  and  honest  personnel  should  within  a 
reasonable  length  of  time,  be  able  to  evaluate,  if  I,  and  others  have  given  well 
above  the  average  and  thereby,  while  not  directly  having  paid  Federal  taxes, 
have  caused  taxes  to  be  paid  by  industries  started  by  our  initiative. 
Respectfully  submitted. 

Paul  C.  Vyff,  P.E. 

Chicago,  III. 
[From  the  Congressional  Record,  81st  Cong.,  First  Sess.] 

Pkoposal  for  Full  Social  Security  As  Partly  Stated  in  the  Full  Social 

Security  Bill  of  1949 

(Extension  of  remarks  of  Hon.  Glen  H.  Taylor  of  Idaho  in  the  Senate  of  the 
United  States,  July  27, 1949) 

Mr.  Taylor.  Mr.  President,  I  introduce  for  appropriate  reference  a  bill  cited 
as  the  Full  Social  Security  Act  of  1949,  and  I  ask  unanimous  consent  that  the 
bill,  together  with  a  brief  statement  I  have  prepared  and  a  short  summary  pre- 
pared by  Herbert  J.  Weber  be  printed  in  the  Record. 

The  Vice  President.  The  bill  will  be  received  and  appropriately  refrered,  ana, 
without  objection,  the  bill,  statement,  and  summary  will  be  printed  in  the  Record. 

(The  statement  and  summary  are  as  follows  : ) 

STATEMENT  BY  SENATOR  TAYLOR 

Full  Social  Security  Act  of  1949 

I  have  today  introduced  a  bill  setting  up  a  comprehensive  system  of  unemploy- 
ment and  disability  benefits  and  I'd  like  to  make  a  brief  explanation  of  what  the 
program  would  do,  and  why  it  is  needed. 

Unemployment,  with  its  resultant  loss  of  income,  is  one  of  the  greatest  threats 
to  our  economic  system.  The  prospect  of  disability  or  loss  of  jobs  is  a  constant 
menace  to  all  workers.  It  is  impossible  for  them  now  to  have  a  sense  of  security. 
They  are  confronted  continually  by  the  realization  that  in  case  of  unemployment 
all  that  can  be  expected  is  a  temporary  pittance  insufficient  to  meet  even  mini- 
mum needs.  If  a  slump  comes,  those  that  lose  their  jobs  will  receive  a  few  small 
payments,  after  which  they  must  attempt  to  exist  with  absolutely  no  money 
coming  in.  This  is  one  of  the  imperfections  of  our  democracy  that  must  be  cor- 
rected to  provide  security  for  all  workers. 

Equally  important  is  the  disastrous  effect  such  unemployment  has  on  the  entire 
economy.  This  loss  of  purchasing  power,  coming  at  a  time  when  buying  is  already 
dropping  off,  could  be  responsible  for  turning  a  temporary  slump  into  a  serious 
depression.  Another  depression  would  be  catastrophic  not  only  to  ourselves,  but 
to  the  entire  world,  and  we  must  take  every  possible  step  to  avert  it.  Enactment 
of  this  legislation  would  mean  a  stable  purchasing  power,  providing  a  guaran- 
teed market  for  industrial  and  farm  products.  The  knowledge  that  demand  will 
not  drop  off  would  result  in  continued  high  production  and  high  employment, 
maintaining  a  prosperous  economy.  Unemployment  would  consequently  remain  at 
a  low  level,  so  that  the  costs  of  this  unemployment  compensation  program  would 
not  be  large. 

The  provisions  of  the  bill  can  be  stated  quite  briefly  and  simply.  Every  person 
willing  to  work  but  unable  to  secure  employment  because  of  disability  or  lack  of 
job  openings  is  paid  85  percent  of  his  previous  weekly  earnings  until  he  secures 
employment.  If  he  is  partially  disabled  and  can  be  employed  only  at  a  lower  rate 
because  of  the  disability,  payment  is  made  for  the  earnings  loss  suffered  because  of 
his  disability.  Complete  safeguards  are  provided  in  the  bill  to  insure  against  abuse 
of  the  program  by  workers  who  refuse  suitable  employment. 
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Here  is  the  way  the  program  will  work.  First  any  person  who  loses  his  job 
can  draw  compensation  amounting  to  85  percent  of  his  previous  weekly  earn- 
ings by  complying  with  a  few  necessary  requirements.  He  must,  register  with  the 
Employment  Service  and  agree  to  accept  any  suitable  employment  offered  by  the 
Service  or  an  employer.  The  term  "suitable  employment"  means  a  job  that  he  is 
qualified  to  hold  and  which  will  pay  the  prevailing  wage  for  that  vicinity.  He  is 
not  forced  to  accept  a  job  that  involves  strikebreaking,  dangerous  working  con- 
ditions, or  similar  unreasonable  requirements,  but  must  accept  any  position  ap- 
proved by  the  Service  as  suitable  for  him.  If  he  voluntarily  quits  such  a  suitable 
job  without  valid  reasons,  he  is  ineligible  for  compensation  for  a  period  of  4 
months.  These  provisions  are  designed  to  prevent  abuse  of  the  system  by  those 
who  have  no  desire  to  work,  and  at  the  same  time  give  full  protection  to  the  un- 
employed who  are  out  of  work  through  no  fault  of  their  own. 

Special  provision  is  made  for  our  elder  citizens  who  have  reached  the  age  of  60. 
They  will  not  be  required  to  continue  in  the  labor  market  and  will  receive  retire- 
ment benefits  ranging  from  40  percent  to  70  percent  of  previous  average  earnings, 

;  according  to  the  number  of  their  dependents.  For  example,  a  man  60  years  of 
age  with  a  dependent  wife  could  receive  60  percent  of  his  previous  earnings,  allow- 
ing them  to  retire  in  comfort  and  live  decently  for  the  rest  of  their  days. 
Thus,  full  protection  is  provided  for  our  working  population,  regardless  of  in- 

;  jury,  unemployment,  sickness,  or  old  age.  If  a  worker  loses  his  job,  he  will  con- 
tinue to  receive  85  percent  of  his  normal  income,  sufficient  to  take  care  of  his  needs 
until  a  job  is  secured.  He  must  accept  any  reasonable  job  offer  and  cannot  refuse 
to  work  or  quit  a  job  without  valid  reasons.  If  he  becomes  ill,  or  is  injured  so 
that  he  is  physically  unable  to  work,  he  will  receive  disability  compensation 
amounting  to  85  percent  of  his  previous  earnings.  All  that  is  needed  to  establish 
his  disability  is  a  doctor's  certificate  or  examination  by  the  United  States  Public 
Health  Service.  This  compensation  continues  until  he  is  able  to  work  and  a  job 

I  is  available  for  him. 

If  an  employee  is  partially  disabled,  and  cannot  handle  his  previous  work  be- 
cause of  the  disability,  a  new  job  that  he  is  qualified  to  fill  will  be  given  him. 
Loss  in  earning  power  because  of  his  partial  disability  will  be  made  up  by  dis- 
ability payments  amounting  to  90  percent  of  the  difference  in  pay  resulting  from 

1  his  injury. 

Opponents  of  unemployment  insurance  have  always  concentrated  on  two 
points — the  cost  of  the  program  and  the  possibility  of  men  refusing  to  work.  As 
I  have  already  pointed  out,  the  bill  contains  strict  requirements  that  unemployed 
workers  accept  suitable  jobs,  and  payments  are  not  made  to  those  who  voluntarily 
quit  such  jobs  or  refuse  to  work.  Detailed  provisions  contain  guaranties  against 
1  such  abuses. 

If  a  large  portion  of  the  population  were  unemployed  or  disabled,  it  is  true 
that  the  cost  would  be  high.  However,  w7ith  such  a  program  in  operation,  there 
could  not  be  much  unemployment  since  the  continuation  of  high  purchasing 
power  in  the  hands  of  all  the  people  would  guarantee  a  steady  demand  for 
both  industrial  and  farm  products.  Assurance  of  ready  markets  would  mean 
continuous  high  production  and  full  employment,  making  for  a  permanently 
prosperous  economy  with  minimum  unemployment. 

The  bill  is  the  result  of  years  of  work,  research  and  study  by  a  prominent 
Washington,  D.C.,  economist,  Herbert  J.  Weber.  It  is  an  important  part  of  a 
I  complete  economic  program  that  Mr.  Weber  has  developed. 

FULL  SOCIAL  SECURITY 

(Summary  by  Herbert  J.  WTeber) 

This  paper  sets  up  a  proposal  for  the  establishment  of  full  social  security — 
compensation  for  involuntary  unemployment  at  the  rate  of  85  percent  of  previous 
-  earnings,  unlimited  in  duration  and  amount,  accompanied  by  equivalent  dis- 
ability, retirement,  and  survivorship  annuities.  If  there  were  no  previous  earn- 
'  ings  the  rate  would  be  based  on  the  minimum  wage.  It  further  suggests  the 
;  establishment  of  bipartisan  industry  boards  employing  engineers  with  the  func- 
i  tion  of  continuously  seeking  advances  in  efficiency  coupled  with  equivalent 
advances  in  wages  and  working  conditions. 
Full  social  security  eliminates  the  pall  of  individual  economic  insecurity.  It 
I  spreads  among  the  whole  people  the  cost  of  individual  losses  of  income  from 
I  vicissitudes.  It  takes  from  everyone  the  continuous  present  fear  of  future 
economic  want. 
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In  addition  to  its  basic  effect  upon  individual  want  in  bad  times  and  individual 
peace  of  mind  in  good  times,  full  social  security  has  basic  economic  effects.  It 
facilitates  continuously  increasing  production  and  prevents  unemployment  due  to 
deficient  purchasing  power  or  to  fear  of  it. 

Realization  of  world  cooperation  for  collective  security  can  reasonably  be 
expected  if  with  lull  social  security  we  make  it  evident  to  all  nations  that 
unemployment  and  want  will  never  drive  us  to  militarism  for  reemployment  and 
recoupment. 

Dispossessing  nobody,  full  social  security  is  the  means  to  active  basic  objectives 
of  labor,  farmers,  and  businessmen  alike.  A  means  to  active  basic  objectives  of 
labor,  farmers,  and  businessmen  is  within  the  limits  of  political  practicability. 

Full  unemployment  compensation  prevents  unemployment  due  to  deficient 
purchasing  power  or  fear  of  it 

There  must  be  cumulative  unemployment  whenever  producers,  knowing  that 
lay-offs  are  occurring,  dare  not  produce  freely  for  fear  that  their  customers  will 
lack  funds  for  purchasing  their  products.  The  possibility  of  public  enterprises  to 
give  reemployment  is  not  enough  to  allay  this  fear.  With  full  compensation  for 
involuntary  unemployment,  however,  lay-offs  do  not  substantially  diminish  the 
purchasing  power  of  the  workers  laid  off.  If  lay-offs  do  not  substantially 
dominish  the  purchasing  power  of  the  workers  laid  off,  there  is  nothing  about 
layoffs  occurring  in  one  industry  to  cause  producers  in  other  industries  to  curtail 
their  production.  Unemployment  cannot  cumulate  when  full  compensation  for 
involuntary  unemployment  is  available  just  as  bank  failures  cannot  cumulate 
when  adequate  bank-deposit  insurance  is  available. 

Full  compensation  for  involuntary  unemployment  assures  the  farmer  as  the 
manufacturer  of  the  Nation's  substantially  full  continuous  purchasing  power  for 
his  products. 

The  social-security  fund  would  invest  in  bonds  when  its  revenue  was  exceed- 
ing its  compensation  payments  and  would  have  to  sell  its  bonds  to  raise  money 
when  its  compensation  payments  were  exceeding  its  revenue.  Purchase  of  these 
bonds  by  the  public  would  draw  in  any  savings  that  were  idle  because  of  scarcity 
of  safe  investments.  The  savings  so  drawn  in  by  the  social-security  fund  would 
immediately  become  purchasing  power  in  the  hands  of  unemployment-compen- 
sation recipients.  The  Nation's  savings  would  thus  be  kept  invested  to  the  extent 
needed  to  maintain  its  substantially  full  continuous  purchasing  power.  Idle 
savings  could  not  remain  idle. 

Full  unemployment  compensation  funds  can  simultaneously  be  full  employment 
funds 

Social-security  funds  would  be  available  for  financing  public  enterprises  to 
the  extent  of  such  unemployment  compensation  as  was  otherwise  anticipated. 
Appropriation  and  financing  of  a  small  percentage  more  would  maintain  virtually 
full  employment. 

There  can  be  no  material  problem  in  administering  f  ull  unemployment  compensa- 
tion 

Full  unemployment  compensation  involves  registration  for  work  and  accept-  1 
ance  of  suitable  work.  With  full  unemployment  compensation  entailing  nearly  ! 
full  employment,  there  can  be  no  material  administrative  problem.  No  one  could 
sham  involuntary  unemployment  when  he  was  receiving  one  job  opportunity 
after  another  and  would  have  to  develop  a  new  sham  every  other  day— 183  times 
a  year. 

Taxes  for  full  social  security  add  nothing  to  the  burden  of  taxes 

Eliminating  individual  economic  insecurity,  full  social  security — full  unem- 
ployment compensation  accompanied  by  equivalent  disability,  retirement,  and 
survivorship  annuities — makes  individual  savings  against  vicissitudes  unneces- ' 
sary.  Taxes  for  full  social  security  are  a  substitute  for  such  savings,  not  an 
added  tax  burden.  A  12y2%  social  security  tax  should  be  paid  by  each  individual 
on  income  after  other  taxes,  from  whatever  source  derived,  with  exemption  of 
personal  earnings  equal  to  the  lowest  legal  minimum  wage  for  regular  workers 
in  his  industry :  by  each  employer  on  the  part  of  each  employee's  pay  equal  to 
the  lowest  legal  minimum  wage  for  regular  workers  in  his  industry:  and  by  ,■ 
each  corporation  on  undistributed  income  after  other  taxes.  Elimination  of  the  ! 
cost  of  relief  and  charity  warrants  placing  a  portion  of  social  security  taxes  ! 
upon  incomes  from  property  and  business. 
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The  social  security  tax  rate  should  be  studied  for  adequacy  at  least  each  fifth 
year  and  changed  when  too  low  or  too  high. 

Full  unemployment  compensation  facilitates  continuously  increasing  production 
The  basic  economic  objective  that  we  all  want  to  see  attained  is  continuously 
increasing  production  of  goods  and  services.  To  attain  this  objective  we  must 
continuously  advance  the  efficiency  of  our  productive  technology  and  organiza- 
tion. We  cannot  get  continuously  advancing  efficiency  as  long  as  increased  effi- 
ciency keeps  workers  hostile  to  it  by  carrying  the  threat  of  incomeless 
unemployment. 

To  eliminate  hostility  of  workers  to  increased  efficiency  we  must  eliminate  the 
threat  to  the  worker's  income  from  increased  efficiency.  To  accomplish  this  we 
must  adopt  the  principle  that  the  involuntarily  unemployed  worker  is  a  worker 
held  in  reserve,  entitled  to  approximately  his  full  previous  earnings  for  the  full 
duration  of  his  availability  for  active  duty.  With  the  threat  from  increased 
efficiency  thus  eliminated,  we  attain  a  national  incentive  economy  under  whicb 
effective  efforts  can  be  concentrated  upon  increasing  efficiency  continuously. 

Coordinated  advances  in  production  and  in  wages  and  working  conditions 

With  full  social  security,  incentive  programs  can  operate  to  make  increased 
efficiency  directly  profitable  to  both  workers  and  businesses.  One  such  program 
could  be  based  upon  bipartisan  boards  in  industries  giving  continuing  business 
and  labor  majority  approval.  A  board  (which  would  have  nothing  to  do  with 
bargaining  between  businesses  and  workers)  would  have  the  duty  of  working 
continuously  with  engineers  to  improve  the  efficiency  of  its  industry.  Govern- 
ment financing  of  necessary  capital  additions  would  be  made  available  at  rates 
based  upon  risk.  After  the  businesses  had  had  the  savings  from  these  improve- 
ments available  for  a  year,  the  labor  members  of  a  board  would  have  the  right 
to  order  advances  in  wages  or  working  conditions  in  the  industry  equal  in  cost 
to  80  percent  of  recurrent  savings  and  50  percent  of  temporary  savings. 

Under  such  an  incentive  program  wages  and  working  conditions  can  advance 
continuously,  not  out  of  profits  or  increased  prices  but  out  of  increased  efficiency. 

With  full  social  security,  increased  efficiency  leads  to  increased  production. 
If  any  business  increases  its  efficiency  without  proportionately  increasing  its 
production,  it  lays  off  some  workers  and  adds  the  amount  of  their  wages  to  its 
profits  and  to  the  wages  and  working  condition  of  its  remaining  workers  while 
the  workers  laid  off  draw  full  unemployment  compensation.  The  increased  aggre- 
gate income  is  increased  purchasing  power,  in  response  to  which  new  production 
normally  develops. 

Partial  social  security  is  not  a  partial  substitute  for  full  social  security 

Partial  social  security  has  only  slight  economic  effect.  It  lessens  the  effect  of 
lay-offs  on  purchasing  power  but  not  on  fear  of  impending  deficient  purchasing 
power.  It  does  not  end  individual  economic  insecurity  or  hostility  to  increased 
efficiency. 

The  bill  (S.  2337)  to  provide  substantially  full  compensation  for  loss  of  income 
from  involuntary  unemployment  and  from  disability,  and  for  other  purposes, 
introduced  by  Mr.  Taylor  was  read  twice  by  its  title,  referred  to  the  Committee 
on  Finance,  and  ordered  to  be  printed  in  the  Record,  as  follows : 

Short  title,  findings,  and  declaration  of  policy 

Sec.  1.  (a)  This  act  may  be  cited  as  the  "Full  Social  Security  Act  of  1949." 

(b)  The  greatest  obstructions  to  the  free  flow  of  commerce  are  economic 
depression  and  social  unrest.  The  principal  cause  of  economic  depression  and 
social  unrest  is  insecurity  of  income.  Apprehension  of  diminishing  demand  for 
the  products  of  labor  instigates  construction  of  industrial  activity  and  conse- 
quent unemployment,  which  in  turn  reduces  purchasing  power  and  further  cur- 
tails demand.  So  long  as  there  is  insecurity  of  income  economic  depression 
and  social  unrest  are  imminent. 

(c)  It  is  hereby  declared  to  be  the  policy  of  the  United  States  to  eliminate 
the  principal  cause  of  economic  depression  and  social  unrest,  thereby  removing 
the  greatest  obstructions  to  the  free  flow  of  commerce,  by  providing  security 
of  income  through  the  establishment  of  substantially  full  compensation  for  loss 
of  income  from  involuntary  unemployment  and  from  disability. 

Title  I — Unemployment  Compensation 

Sec.  101.  Thirty  days  after  the  effective  date  of  this  act,  and  each  week  there- 
after so  long  as  he  continues  to  be  involuntarily  unemployed — 
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(a)  Every  reserve  worker  under  the  age  of  60  years  shall  be  entitled  to  receive 
and  the  Treasury  of  the  United  States  is  hereby  authorized  and  directed  to 
pay  to  such  worker  unemployment  compensation  in  an  amount  equal  to  85 
percent  of  his  previous  weekly  earnings. 

(b)  Every  reserve  worker  60  years  of  age  or  over  shall  be  entitled  to  receive 
and  the  Treasury  of  the  United  States  is  hereby  authorized  and  directed  to  pay 
to  such  worker  unemployment  compensation  in  an  amount  equal  to  (1)  40  per- 
cent of  his  previous  weekly  earnings  if  he  has  no  dependent  spouse;  (2)  60  per- 
cent of  his  previous  weekly  earnings  if  he  has  a  dependent  spouse;  and  (3)  an 
additional  10  percent  of  his  previous  weekly  earnings  for  each  child  under  the 
age  of  21  years :  Provided,  That  in  no  event  shall  he  be  entitled  to  receive 
more  than  70  percent  of  his  previous  weekly  earnings. 

Sec.  102.  Every  unemployed  person  aged  21  years  or  over  and  otherwise  quali- 
fied as  provided  in  title  V,  section  501,  subsection  (b)  of  this  act  shall  become 
a  reserve  worker  entitled  to  receive  the  unemployment  compensation  provided 
for  in  section  101  hereof  by  registering  with  the  United  States  Employment 
Service,  hereinafter  called  the  Employment  Service,  and  shall  continue  to  be 
a  reserve  worker  so  long  as  he  continues  to  be  so  qualified  and  complies  with 
all  of  the  rules  and  regulations  issued  by  the  Employment  Service  which  promote 
the  purposes  of  and  are  in  conformity  with  this  act. 

Sec.  103.  The  Employment  Service  is  hereby  authorized  and  directed  forthwith 
to  register  every  unemployed  person  who  applies  for  such  registration  and  proves 
to  its  satisfaction  that  he  is  involuntarily  unemployed,  who  agrees  to  accept 
suitable  employment  at  fair  remuneration  offered  to  him  by  the  Employment 
Service  and  to  notify  the  Employment  Service  in  writing  immediately  upon  his 
acceptance  of  employment,  and  who  otherwise  complies  with  all  rules  and 
regulations  issued  by  the  Employment  Service  which  promote  the  purposes  of 
and  are  in  conformity  with  this  act.  Such  registration  shall  be  applied  for  per- 
sonally by  said  unemployed  persons  except  under  conditions  under  which  the 
Employment  Service  shall  provide  by  regulation  for  registration  by  proxy, 
attorney,  or  executor. 

Sec  104.  In  effecting  said  registration  of  unemployed  persons  the  Employ- 
ment Service  is  hereby  authorized  and  directed  to  require  of  each  applicant 
for  registration  a  statement  under  oath  setting  forth  (a)  his  name,  address, 
and  age;  (b)  his  previous  weekly  earnings;  (c)  his  trade,  occupation,  or  profes- 
sion; (d)  that  he  is  involuntarily  unemployed;  and  (c)  such  other  information 
as  said  Employment  Service  shall  require  to  perform  its  functions  under  this  act. 

Sec.  105.  (a)  Every  person  claiming  to  be  a  reserve  worker  because  of  dis- 
ability or  illness  shall,  in  addition  to  registering  with  the  Employment  Service, 
apply  for  registration  with  the  United  States  Public  Health  Service,  hereinafter 
called  the  Health  Service.  The  Health  Service  is  hereby  authorized  and  directed 
to  register  every  such  person  applying  to  it  who  proves  to  its  satisfaction  that 
during  the  period  claimed  to  be  a  period  of  involuntary  unemployment  either  that 
he  is  unable  to  work  or  that  abstention  from  work  is  essential  to  the  maintenance 
of  his  earning  capacity,  and  who  otherwise  complies  with  all  rules  and  regula- 
tions issued  by  the  Health  Service  which  promote  the  purposes  of  and  are  in 
conformity  with  this  act :  Provided,  That  the  certificate  of  any  doctor  of  medi- 
cine duly  licensed  to  practice  in  the  State  or  Territory  or  Federal  district  or  pos- 
session of  the  United  States  in  which  a  disabled  or  sick  person  resides,  or  of 
any  qualified  official  of  the  United  States  or  any  State  or  Territorial  govern- 
ment or  the  government  of  any  Federal  district  or  possession  of  the  United 
States,  shall  constitute  prima  facie  proof  of  such  disability  or  illness.  Such  appli- 
cation for  registration  shall  be  made  by  mail  by  a  physician  or  other  qualified 
person  on  behalf  of  the  person  claiming  to  be  a  reserve  worker  except  as  the 
Health  Service  shall  provide  by  regulation  for  such  applications  by  other 
procedures. 

(b)  The  Health  Service  is  hereby  authorized  and  directed  forthwith  to  cer- 
tify to  the  Employment  Service  the  degree  of  disability  or  illness  of  every  person 
whom  it  registers  as  disabled  or  ill,  and  the  Employment  Service  shall  accept 
certification  as  conclusive  proof  of  disability  or  illness  and  prima  facie  proof 
of  unemployment  because  of  disability  or  illness. 

Sec.  106.  In  effecting  registration  of  persons  claiming  to  be  reserve  workers 
because  of  disability  or  illness,  the  Health  Service  is  hereby  authorized  and 
directed  to  make  such  examinations  as  it  may  deem  advisable  and  is  authorized 
to  require  of  each  applicant  for  registration  a  statement  under  oath  setting  forth 
such  information  as  the  Health  Service  shall  require  to  perform  its  functions 
under  this  title. 
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Sec.  107.  Immediately  after  completing  the  registration  of  any  reserve 
worker,  the  Employment  Service  shall  certify  to  the  Treasury  (1)  that  such  a 
person  is  a  reserve  worker;  (2)  his  previous  weekly  earnings;  and  (3)  the 
amount  of  unemployment  compensation  to  be  paid  to  him  under  the  provisions 
of  this  title. 

Title  II — Compensation  for  partial  disability 

Sec.  201.  Thirty  days  after  the  effective  date  of  this  act,  and  each  week  there- 
after so  long  as  he  continues  to  be  partially  disabled,  every  certified  partially 
disabled  worker,  including  reserve  workers,  shall  be  entitled  to  receive  and  the 
Treasury  of  the  United  States  is  hereby  authorized  and  directed  to  pay  to  such 
a  person  disability  compensation  in  an  amount  equal  to  his  loss  of  earnings  due 
to  partial  disability :  Provided,  That  if  said  person  is  also  a  reserve  worker,  said 
disability  compensation  shall  be  paid  in  addition  to  and  shall  not  in  any  manner 
diminish  the  unemployment  compensation  to  which  said  reserve  worker  is  en- 
titled under  the  provisions  of  title  I  of  this  act. 

Sec.  202.  Every  partially  disabled  worker  shall  become  a  certified  partially 
disabled  worker  entitled  to  receive  the  disability  compensation  provided  for  in 
section  201  hereof  when  he  has  been  registered  by  the  Health  Service  and  has 
been  certified  to  be  a  partially  disabled  worker  by  the  Health  Service  to  the 
United  States  Treasury,  and  shall  continue  to  be  a  certified  partially  disabled 
worker  so  long  as  he  remains  a  partially  disabled  worker  and  complies  with  all 
of  the  rules  and  regulations  issued  by  the  Health  Service  which  promote  the  pur- 
poses of  and  are  in  conformity  with  this  act. 

Sec.  203.  The  Health  Service  is  hereby  authorized  and  directed  forthwith  to 
register  every  partially  disabled  worker  who  applies  for  such  registration  and 
proves  to  the  satisfaction  of  said  Health  Service  that  he  is  a  partially  disabled 
worker,  who  agrees  in  writing  to  notify  said  Health  Service  in  writing  of  any 
change  in  the  degree  of  his  disability,  and  who  otherwise  complies  with  all  rules 
and  regulations  issued  by  the  Health  Service  which  promote  the  purposes  of  and 
are  in  conformity  of  this  act :  Provided,  That  the  certificate  of  any  doctor  of  med- 
icine duly  licensed  to  practice  in  the  State,  Territory,  Federal  district,  or  pos- 
session of  the  United  States  in  which  said  partially  disabled  person  resides,  or 
of  any  qualified  official  or  employee  of  the  United  States  or  of  the  government  of 
any  State,  Territory,  Federal  district,  or  possession  of  the  United  States,  shall 
constitute  prima  facie  proof  of  partial  disability  and  the  degree  thereof. 

Sec.  204.  In  effecting  said  registration  of  partially  disabled  workers,  the 
Health  Service  is  hereby  authorized  and  directed  to  make  such  examinations  as 
it  may  deem  advisable  and  to  require  of  each  applicant  for  registration  a  state- 
ment under  oath  setting  forth  such  information  as  the  Health  Service  shall 
require  to  perform  its  functions  under  this  title.  Such  registration  shall  be  ap- 
plied for  personally  except  under  conditions  under  which  the  Health  Service 
shall  provide  by  regulation  for  registration  by  proxy,  attorney,  or  executor. 

Sec.  205.  Immediately  after  completing  the  registration  of  any  partially  dis- 
abled worker  the  Health  Service  shall  certify  to  the  Treasury  (1)  that  such 
worker  is  partially  disabled  ;  (2)  the  degree  of  his  disability  ;  and  (3)  the  amount 
of  disability  compensation  to  be  paid  to  him  under  the  provisions  of  this  title. 

Title  III — United  States  Employment  Service 

Sec.  301.  Section  3  of  the  act  of  June  6,  1933,  as  amended  (48  Stat.  114),  is 
amended,  as  follows : 

1.  In  the  first  line  of  the  first  subparagraph,  after  the  word  "bureau"  insert 

w-i.'\ 

2.  After  the  subparagraph  (a)-l.  add  the  following  new  subparagraphs  : 

"-2.  To  render  full,  adequate,  impartial,  and  prompt  employment  placement 
service  to  every  person  and  to  every  prospective  employer  who  complies  with  all 
laws  affecting  labor  relations  or  standards,  to  assist  every  reserve  worker  to 
find  suitable  employment  as  rapidly  as  possible,  and  to  assist  every  partially 
disabled  worker  to  find  suitable  employment  in  which  the  impairment  of  his 
earning  capacity  by  his  disability  will  be  minimized :  Provided,  That  in  render- 
ing placement  service  no  preference  shall  be  given  in  favor  of  reserve  workers  and 
against  employed  persons  seeking  new  employment. 

'  -3.  To  undertake  and  carry  out  periodical  national  surveys  to  ascertain 
the  facts  with  respect  to  employment  and  unemployment  and  report  the  same  to 
the  Congress ;  to  plan,  encourage,  and  operate  training  programs  designed  to 
enable  reserve  workers  to  acquire  new  skills  to  qualify  for  new  types  of  work 
required  by  technological  and  economic  developments ;  and  to  accomplish  meas- 
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ures  designed  to  facilitate  orderly  and  economic  transfer  of  reserve  workers 
from  one  geographical  area  to  another  as  the  general  welfare  may  require." 

Title  IV — Miscellaneous  Provisions 

Sec.  401.  Any  determination  by  the  Employment  Service  or  the  Health  Service 
under  any  provision  of  this  act  may  be  appealed  to  the  United  States  Circuit 
Court  of  Appeals  of  the  judicial  circuit  having  jurisdiction  at  the  place  where 
the  act  occurred  which  was  the  subject  of  the  determination  appealed.  Reason- 
able findings  of  fact  by  the  Employment  Service  or  Health  Service  shall  be 
accepted  as  conclusive  by  such  court  of  appeals. 

Sec.  402.  The  Secretary  of  Commerce  is  hereby  authorized  and  directed  to 
determine  and  to  publish  monthly  an  index  of  consumer  prices  which  shall  be 
a  weighted  average  of  the  Department  of  Labor  index  of  urban  consumer 
prices  and  the  Department  of  Agriculture  index  of  price  of  goods  bought  by 
farmers  for  use  in  living.  The  weights  used  in  said  weighted  average  shall  be 
proportional  to  the  respective  populations  represented. 

Sec,  403.  This  act  shall  take  effect  60  days  after  the  date  of  its  enactment 
and  shall  be  in  effect  in  the  continental  United  States  and  all  Territories  and 
possessions  of  the  United  States  except  Puerto  Rico. 

Sec.  404.  There  are  hereby  authorized  to  be  appropriated  such  sums  as  may 
be  determined  by  the  Congress  to  be  necessary  to  carry  out  the  provisions  of  this 
act. 

Sec.  405.  The  act  of  August  10,  1939  (53  Stat.  1387).  as  amended,  is  amended 
as  follows  (so  as  to  reduce  by  80  percent  the  unemployment  taxes  thereunder 
and  to  repeal  provision  therein  for  disability  compensation  to  persons  aged 
21  and  over) : 

(a)  Under  title  VI,  section  608.  delete  the  words  "3  percent"  and  in  lieu 
thereof  insert  the  words  "three-fifths  of  1  percent"  ; 

(b)  Under  title  VI,  section  609,  subsection  (b),  delete  the  words  "2.7  percent" 
and  in  lieu  thereof  insert  the  words  "fifty-four  hundredths  of  1  percent" ; 

(c)  Under  title  VI,  section  611,  paragraph  (4),  insert  after  the  word  "com- 
pensation" the  words  "to  persons  under  age  21." 

Sec  406.  Section  416  of  the  act  of  August  10,  1946  (60  Stat.  991)  is  hereby 
amended  (so  as  to  repeal  provision  therein  for  disability  compensation  to  persons 
aged  25  and  over)  by  inserting  in  subsection  (a),  after  the  word  "individuals", 
the  words  "under  age  21." 

Sec.  407.  Paragraphs  4  and  5  of  Section  205  in  division  II  of  the  act  of  July  31, 
1946  (601  Stat.  727)  (providing  for  disability  compensation)  are  hereby  repealed. 

Sec,  408.  Section  2  of  the  act  of  June  25,  1938  (52  Stat.  1096),  as  amended, 
is  hereby  amended  (so  as  to  repeal  provision  therein  for  disability  compensation 
to  persons  aged  21  and  over)  by  inserting  in  subsection  (a),  after  the  words 
"Benefits  shall  be  payable  to  any  cpialified  employee,"  the  words  "under  the 
age  of  21  years." 

Sec.  409.  Sections  3  and  3b  of  the  act  of  August  4,  1939  (53  Stat.  1202),  as 
amended  (providing  for  disability  compensation),  are  hereby  repealed. 

Sec  410.  Section  5  of  the  act' of  May  22,  1920  (41  'Stat.  616),  as  amended 
(providing  for  disability  compensation),  is  hereby  repealed. 

Sec  411.  Section  4  of  the  act  of  June  29,  1936  (49  Stat.  2018),  as  amended 
(providing  for  disability  compensation),  is  hereby  repealed. 

Sec.  412.  Secton  22  in  subchapter  B  of  chapter  I  of  the  Internal  Revenue  Code 
is  hereby  amended  (so  as  to  provide  for  the  inclusion  of  unemployment  com- 
pensation and  disability  compensation  under  this  act  in  gross  taxable  income) 
by  inserting  in  subsection  (a),  immediately  before  the  period  at  the  end  of  the 
first  sentence,  a  semicolon  followed  by  the  words  "and  also  unemployment  com- 
pensation and  disability  compensation  received  under  provisions  of  the  full 
Social  Security  Act  of  1949." 

Sec  413.  All  acts  and  parts  of  acts  in  conflict  with  any  provision  of  this  act 
and  not  specifically  cited  in  sections  405  through  412  of  this  title,  are  hereby 
repealed  insofar  as  such  conflict  exists. 

Title  Y— Definitions 

Sec  501.  When  used  in  this  act — 

(a)  The  terms  "workingman"  and  "working-woman"  shall  mean  a  person  I 
who  during  80  percent  of  the  decade  immediately  preceding  a  period  of  involun- 
tary unemployment  (or,  if  said  person  is  under  age  35,  during  80  percent  of  the 
period  between  said  person's  twenty-first  birthday  and  the  beginning  of^  a 
period  of  involuntary  unemployment)  has  been  either  employed,  involuntarily 
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unemployed,  unemployed  because  of  a  labor  dispute  directly  or  indirectly  involv- 
ing himself,  or  devoting  substantially  full  time  to  education. 

(b)  The  term  "'reserve  worker"  shall  mean  an  involuntarily  unemployed 
workingman  or  workingwoinan  21  years  of  age  or  over  who  applies  or  has  applied 
for  registration  with  the  Employment  Service  as  provided  herein  and  who  for 
1  week  or  more  during  the  30  days  prior  to  the  date  of  such  application  had 
been  involuntarily  unemployed,  either  continuously  or  intermittently. 

(c)  The  term  "person"  shall  mean  a  natural  person. 

(d)  The  term  "involuntarily  unemployed"  includes  any  person  within  the 
continental  United  States  or  any  Territory  or  possession  of  the  United  States 
except  Puerto  Rico,  aged  21  years  or  over,  who  is  involuntarily  without  remunera- 
tive employment  and  who  is  not  voluntarily  unavailable  for  acceptance  of  an 
offer  of  suitable  employment  from  the  Employment  Service  during  its  usual 
hours  of  business.  The  term  shall  not  include  any  person  whose  unemployment  is 
clue  to  a  current  labor  dispute  directly  or  indirectly  involving  himself  or  include 
any  person  whose  unemployment  is  due  to  imprisonment  for  crime  unless  such 
imprisonment  was  on  a  charge  later  dismissed,  nolle  prossed,  or  otherwise 
abandoned  or  of  which  said  person  was  acquitted.  It  shall  not  include  any  person 
who  voluntarily  fails  to  attend  and  satisfy  the  requirements  of  an  occupational 
retraining  course  prescribed  by  the  Employment  Service  in  accordance  with  the 
provisions  of  title  II  of  this  act,  or  who  fails  to  comply  with  the  rules  and 
regulations  issued  by  the  Employment  Service  which  promote  the  purposes  of 
and  are  in  conformity  with  this  act ;  nor  any  person  who,  within  120  days  next 
preceding  the  date  of  his  application  for  registration  by  the  Employment  Service, 
refused  to  accept  suitable  employment  or  voluntarily  terminated  suitable  em^ 
ployment  unless  (1)  at  the  time  of  said  refusal  or  termination  said  person  was 
under  the  age  of  21  years;  (2)  said  termination  was  a  result  of  a  labor  dispute 
no  longer  in  progress;  or  (3)  said  termination  was  for  the  bona  fide  purpose  of 
engaging  in  self -employment  or  of  devoting  substantially  full  time  to  education. 
Any  person  who  when  involuntarily  unemployed  shall  refuse  to  accept  suitable 
employment  shall  thereupon  immediately  cease  to  be  involuntarily  unemployed. 

(e)  The  term  "suitable  employment"  shall  mean  employment  in  a  trade,  oc^ 
cupation,  or  profession  not  inconsistent  with  past  training  and  experience  for 
which  fair  remuneration  is  offered :  Provided,  That  an  offer  of  employment  at 
an  unreasonable  distance  from  the  legal  residence  of  a  reserve  worker  shall  not 
constitute  suitable  employment.  No  employment  shall  be  construed  to  be  suitable 
employment  which  is  illegal,  or  contrary  to  public  policy,  or  inimical  to  the 
national  defense,  or  contrary  to  bona  fide  religious  convictions  professed  for  more 
than  2  years  by  a  reserve  worker,  or  at  any  place  of  employment  at  which  a  labor 
dispute  is  in  progress,  or  which  in  any  respect  violates  any  law  affecting  labor 
relations  or  standards,  or  with  respect  to  which  the  working  conditions  are 
substandard  or  dangerous,  as  determined  by  the  Employment  Service,  or  which 
was  avoidably  offerd  by  the  Employment  Service  in  disregard  of  a  reserve 
worker's  stated  desires  with  respect  to  labor  union  affiliation  or  other  working 
conditions. 

(f)  The  term  "fair  remuneration"  shall  mean  the  prevailing  wage  scale  or 
salary  rate  in  any  given  locality  for  work  for  which  a  reserve  worker  is  qualified 
by  training,  experience,  physical  condition,  and  quality  of  past  performance : 
Provided,  That  such  wage  scale  or  salary  rate  is  not  less  than  the  minimum  rate  of 
wages  fixed  for  workers  other  than  apprentices  by  Federal  or  State  law:  And 
provided  f  urther,  That  the  prima  facie  proof  of  fair  remuneration  for  any  reserve 
worker  shall  be  that  such  remuneration  is  not  less  than  one  hundred-eighty-fifths 
of  the  unemployment  compensation  he  is  receiving  plus  or  minus  an  amount 
proportional  to  fluctuations,  since  the  date  of  reserve  worker's  registration  with 
the  Emplovment  Service,  in  the  index  of  consumer  prices  provided  for  in  section 
402  in  title  IV  of  this  act. 

Cg)  The  term  "previous  weekly  earnings"  shall  mean  the  average  weekly 
earnings,  less  overtime  compensation  and  unearned  bonuses,  received  in  money, 
goods,  or  services  by  a  reserve  worker  during  his  last  period  of  260  days  (con- 
tinuous or  intermittent)  of  suitable  employment  next  preceding  the  date  of  his 
registration  with  the  Employment  Service :  Provided,  That  if  there  were  no  such 
earnings  or  such  earnings  are  not  ascertainable  the  term  shall  mean  the  mini- 
mum rate  of  wages  fixed  for  workers  other  than  apprentices  by  Federal  law. 

(h)  The  term  "voluntarily  terminated,"  as  applied  to  employment,  includes  (1) 
termination  of  employment  by  resignation  or  other  voluntary  act  of  a  person 
who  thereby  becomes  unemployed;   (2)  unemployment  resulting  from  wilful 
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refusal  or  grossly  negligent  failure  to  abide  by  reasonable  safety,  efficiency,  or 
disciplinary  rules  generally  enforced,  or  made  necessary  by  special  conditions, 
in  the  trade,  occupation,  or  profession  involved;  and  (3)  unemployment  resulting 
from  wilful  and  unreasonable  underutilization  of  ability  to  perform  the  usual 
duties  of  the  trade,  occupation,  or  profession  involved. 

(i)  The  term  "refuse  to  accept,"  as  applied  to  employment,  includes  (1)  actual 
refusal  to  accept  suitable  employment  and  (2)  refusal  or  failure  to  make  rea- 
sonable effort  to  obtain  suitable  employment  pursuant  to  notification  by  the  Em- 
ployment Service. 

(j)  The  term  "degree  of  disability"  shall  mean  the  degree  of  impairment  in 
earning  capacity  equal  to  that  set  forth  in  the  schedules  of  ratings  of  reductions 
in  earning  capacity  from  injuries  or  combinations  of  injuries  by  the  Veterans' 
Administration  at  the  date  of  enactment  of  this  act. 

(k)  The  term  "loss  of  earnings  due  to  partial  disability"  shall  mean  the  differ- 
ence between  (1)  the  amount  of  earnings  or  one  hundred-eighty-fifths  of  the 
amount  of  unemployment  compensation  actually  obtained  by  a  certified  partially 
disabled  worker  while  partially  disabled  and  (2)  90  percent  of  the  amount  which 
in  the  opinion  of  the  Health  Service  would  constitute  fair  remuneration  for 
suitable  employment  for  such  worker  if  he  were  not  partially  disabled. 

(1)  The  term  "partially  disabled  worker"  shall  mean  a  workingman  or  work- 
ingwoman  aged  21  years  or  over  whose  earning  capacity  is  impaired  for  1  week 
or  longer  by  physical  or  mental  illness,  physical  congenital  defect,  or  injury 
whose  degree  of  disability  is  greater  than  10  percent ;  who  is  employed  at  the 
date  of  his  application  to  the  Health  Service  for  registration  as  a  partially  dis- 
abled worker ;  and  who  after  such  registration  is  either  employed  or  a  reserve 
worker. 

(m)  The  term  "dependent  spouse"  shall  mean  a  lawful  spouse  or  a  divorced 
spouse  awarded  alimony,  whose  income  from  employment,  unemployment  compen- 
sation, and  disability  compensation  is  less  than  that  of  the  other  spouse  or  the 
other  divorced  spouse. 

(n)  The  term  "child  under  the  age  of  21  years"  shall  mean  a  child  by  blood 
or  adoption  or  a  stepchild  under  the  age  of  21  years. 

(o)  The  term  "voluntary  unavailability  for  acceptance  of  an  offer  of  suitable 
employment"  includes  voluntary  failure  to  respond  to  an  offer  of  suitable  employ- 
ment from  the  Employment  Service  and  voluntary  failure  to  perform  such  acts 
as  may  be  reasonably  necessary  to  enable  a  reserve  worker  to  accept  an  offer 
of  suitable  employment. 

(p)  The  term  "employed"  shall  mean  employment  for  compensation,  including 
periods  for  which  compensation  is  received  but  in  which  no  specific  work  is 
performed  for  such  compensation,  or  self -employment. 

Title  VI — Separability 

Sec.  601.  If  any  provision  of  this  act.  or  the  application  of  such  provisions  to 
any  person  or  circumstance,  shall  be  held  invalid  the  remainder  of  this  act,  or 
the  application  of  such  provision  to  persons  or  circumstances  other  than  those  as 
to  which  it  is  held  invalid,  shall  not  be  affected  thereby. 

Herbert  J.  Weber. 


Albuquerque,  N.  Mex.,  November  6, 1969. 

Mr.  John  M.  Martin,  Jr., 

Chief  Counsel,  Committee  on  Ways  and  Means, 
Longirorth  House  Office  Building, 
Washington,  D.C. 

Re  Changes  in  Social  Security  Benefits. 

Dear  Mr.  Martin  :  Due  to  the  fact  that  I  cannot  make  a  trip  to  Washington 
to  present  in  person  some  suggestions  and  criticisms  of  the  present  Social  Security 
Act,  I  am  submitting  herewith  factual  data  that  should  be  considered  before 
present  benefits  are  increased. 

There  are  several  hundred  thousand  proprietors  and  partners  who  are  currently 
being  denied  their  retirement  benefits,  due  to  arbitrary  rulings  by  the  Social 
Security  Administrative  staff. 

For  example,  I  have  been  covered  under  the  the  Act  since  1937,  as  an  employee 
of  my  own  corporation,  and,  since  1952  as  a  sole  proprietor.  I  am  a  Chartered 
Life  Underwriter  and  have  geared  my  entire  retirement  program  on  the  assump- 
tion that  at  age  65  I  would  receive  my  Social  Security  Benefits,  which,  if  combined 
with  my  vested  renewals  on  life  insurance,  would  give  me  a  reasonable  retirement. 
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For  the  past  six  months  I  have  been  attempting  to  collect  my  retirement  bene- 
fits. During  this  period  I  have  been  given  various  reasons  why  I  cannot  collect 
Social  Security  payments. 

On  October  4,  1969,  I  received  a  form  letter  advising  that  no  payments  would 
be  made.  No  reason  was  given  in  this  form  letter  for  failure  to  pay. 

Persistent  efforts  through  the  local  bureau  brought  forth  the  following  informa- 
tion relative  to  the  non-payment  of  my  benefits :  Under  Social  Security  Ruling 
64-57,  the  Social  Security  Administration  has  ruled  that  if  a  life  insurance  agent's 
renewals  came  as  a  result  of  wages  earned  in  previous  years,  the  renewals  would 
not  be  considered  in  determining  maximum  earnings  during  his  retirement  period. 

If,  however,  the  renewal  commissions  were  paid  to  a  sole  proprietor  such 
renewals  would  be  considered  current  earnings  and  no  Social  Security  Benefits 
would  be  paid. 

This  particular  ruling  is  a  gross  injustice,  and  in  my  own.  case  will  be  a  loss 
in  excess  of  $20,000— if  I  live  to  age  72. 

Another  road  block  to  a  proprietor's  collecting  Social  Security  is  that  regardless 
of  earnings  he  cannot  work  over  45  hours  per  month. 

While  Social  Security  Ruling  64-57  precludes  most  successful  life  insurance 
agents  from  collecting  Social  Security  prior  to  age  72,  the  45  hour  per  month 
ruling  arbitrarily  excludes  any  type  of  proprietors  from  collecting  prior  to  age 
72,  irrespective  of  earnings. 

According  to  a  feature  article  in  Business  Week  on  October  18,  1969,  the  Social 
Security  Trust  Fund  has  a  huge  surplus.  Under  the  circumstances  I  can  see  no 
justification  for  any  increase  in  Social  Security  Retirement  benefits,  unless  all 
proprietors  and  partners,  irrespective  of  occupation,  are  paid  their  full  benefits 
provided  their  current  earnings  do  not  exceed  the  present  allowable  limitation 
of  approximately  $140.00  per  month. 

In  addition,  I  strongly  protest  the  ruling  made  in  1964  that  arbitrarily  delays 
Social  Security  benefits  to  any  retired  life  insurance  agent  who  has  operated  as 
a  sole  proprietor. 

Your  attention  to  the  above  will  be  appreciated. 

I  don't  belive  it  was  the  intention  of  Congress  to  discriminate  against  any 
taxpayer  because  of  a  technicality  involving  his  status  as  a  commission  salesman. 

Please  present  the  above  to  your  committee  and  if  possible,  at  your  convenience, 
send  me  a  report  on  the  Committee's  reaction  to  the  above  criticisms  of  the  Social 
Security  Administration. 
Sincerely  yours, 

Hugo  L.  Wolfe:.  C.L.U. 

(Whereupon,  at  6:55  p.m.,  the  committee  adjourned  the  public 
hearing. ) 
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